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---ON COMMENCING AT 10:00 A.M. 


THE CHAIRMAN: This morning we have with us 
three gentlemen, Mr. D. S. Baillie, Mr. M. G. Singer 
and we expect Mr. H. Latimer. Mr. Baillie has a 
prepared brief. He is with the Rosemont Investments 
Limited and President of the Mortgage Brokers Associ- 
ation. So we will ask you to proceed, Mr. Baillie. 

MR, BAILLIE: Thank you, Mr. Chairman. Mr. 
Chairman and honourable members, ladies and gentlemen. 
There re two important aspects -- I am afraid I wander 
a little bit from the exact point when I have an 
opportunity to say some things that I have wanted to 
say for a long time. The two aspects are two people 
who are involved in consumer finance -- one is the 
borrower and the other is the investor or the lender. 
The effects on these two people are what we are going to 
discuss together with an outline of our operation. 

Mortgage investments must compete on the money 
market with all other forms of investment including real 
estate, stocks and bonds, etc. If a prudent investor 
“Can receive a return of 10% per annum on a reasonably 
good stock on the Toronto Stock Exchange, then a similar 
type of real estate investment will bring the same 
return, In our opinion a lack of understanding, by the 
borrowing public and in some cases by the investors, of 
these facts have led to malpractice. We can't alter the 
hard fact of life that a second mortgage is considered 


a relatively high risk investment when examined in 
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return on this type of investment. It is our studied 
opinion that the most important phase of protecting the 
public's interest today is the true disclosure of the 
rate of interest charged on any loan so that the cost of 
the loan may be compared with others who may be 
competitors. 

Many borrowers today are faced with the 
prospect similar to the one which would occur if they 
went to several stores to compare the price of an item 
and found that none of the stores would tell them what 
the purchase price was. It's been said that money is 
a commodity and is bought and sold on a free, open and 
competitive market. The price that you pay for money 
depends entirely on what you can give as security. No 
other commodity is purchased without first determining 
that the item is competitively priced. 

The public, by and large, does not know what 
interest is paid on many loans. The calculation of 
interest would be too lengthy a subject for this 
submission but we would of course at some other time 
be glad to go into this with you. However, you should 
know that the public can be easily confused by the 
question of interest rates. A finance company may 
charge 2% per month which, of course, is 24% per annum 
on the unpaid balance of the loan, and this rate would 
give an effective yield of something over 25% because of 
the fact that the interest is paid monthly. However, the 


finance company could obtain the same dollar return by 
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1|| saying to the borrower that they will charge him an 

2 | interest rate of 12% per annum. This anomaly occurs 

3| when the 12% is charged on the whole amount of the loan, 
4| in advance, When interest is charged in this way, no 

5| consideration is given to the fact that money is being 

6| repaid during the period of the loan, and that the lending 
7 agency has the use of the money for re-investment. This 
8|/ is a very brief example of how one finance company may 

9| quote a rate of 24% per annum and another of 12% per 

10| annum, but in actual fact the borrower will repay over 
11| the same period of time, the same amount of principal, 
12| and the same amount of dollars in interest. 

13 The charter banks themselves have circumvented 
14) the 6% per annum ceiling imposed on them by the Bank Act 
15] in this manner, The Canadian Bank of Commerce for years 
16| had a very active personal loan department which loaned 
17| money ostensibly at the rate of 6% per annum. However, 
18] for each $100.00 borrowed for one year, the bank indi- 
19| cated that the rate was 6% per annum or $6.00 per annum. 
20|| The borrower, therefore, received $94.00, the difference 
21| between this figure and the $100.00, even though the 

22|| borrower is being charged interest on $100.00. The main 
23|| problem here, however, is the fact that during the year 
24|| the borrower repays at the rate of approximately $8.33 
25 per month. At the end of the first six months, there- 
26| fore, the investment of the bank is reduced almost in 
27| half, and towards the end of the term the investment of 
28 || the lender has been almost liquidated. Nevertheless, 

29| interest has really been charged on the full amount of 
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the loan, when it might have, or should have, been 
charged on the mean average amount outstanding over the 
life of the loan. On this type of loan the rate is 
therefore not 6%, but somewhere between 11% and 13% per 
annum. 

We point out that most individuals borrowing 
from the bank assume, naturally enough, that the rate is 
6% per annum, 

The rates charged by acceptance companies are 
equally difficult to decipher, and to a lesser extent 
the same situation occurs with mortgage lenders and/or 
mortgage brokers. 

The Registrar of mortgage brokers reports two 
to four complaints monthly, mainly about two or three 
brokers. These complaints deal with the misquotation of 
interest rates, and the making of additional charges 
such as bonuses, discounts, high legal fees, inspection 
fees, etc., which tend to obscure the true rate of 
interest on the loan. 

I am going to make an example of a bonus 
mortgage. In the example of a bonus mortgage that we've 
heard a lot about, a mortgage is granted for $10,000.00, 
for which the borrower receives $9,000.00, and pays 
interest at the rate of 7% per annum. This would indi- 
cate a discount om the ten thousand of 10%.. On the 
$9,000.00 however, the bonus is equal to 11.1%. And this 
is the true percentage of bonus because the charges must 
be calculated on the amount of money advanced, This 
$1,000.00 discount or bonus, would increase the rate of 


the loan from 7% per annum to approximately 123% per 
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annum if the loan were granted for a period of one year, 
with: the repayment of only the $1,000.00 bonus during 
the year, and the balance then falling due. 

‘To give you some other examples of the effect 
of this $1,000.00 bonus or discount, if the loan were 
for a period.of.5 years and during that five years again 
only the $1,000.00 bonus or discount was repaid, 
together with ?interest at 7% per annum, then the 
effective rate would be: approximately 92% per annum. On 
a ten-year basis, this ,would be reduced to approximately 
8 1/16% achegenent By the same token on a one-year 
basis, if the entire loan is amortized or paid off during 
the course of the.year, the effective yield would be 
approximately. 27% per annum, and on a five-year basis it 
would be 11% per annum. And on and on it goes in just 
about all types of financing, with the public being the 
goat. | 

In one respect, the situation that exists 
today in lending would make anyone involved in the 
mortgage business feel as if he was being discriminated 
against. With a few exceptions, the law of the land 
says:that mortgages are the only money contract that 
the average consumer e’érasees wherein the interest rate 
must be stated clearly. We don't object to this. We 
believe that moe than the interest rate should be 
stated. 

It occurs to us that the only reason a 
finance company , . bank, or mortgage broker, or anyone else 


advancing funds .to a borrower would not disclose the 
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actual cost of the money to the borrower is that the cost 
is so high as to be prohibitive and the lender would then 
feel that the loan would not be made. He would feel that 
the consumer or borrower would back-off, horrified. 

That's the digression part of it - now I'1l 
talk about mortgage brokerage. 

Mortgage brokerage practices. We point out 
that a property owner who requires second mortgage 
financing has many avenues to explore. He may consult 
his solicitor, who may be in a position to assist, but 
more than likely the solicitor will refer the property 
owner to one or more reputable mortgage brokers, for 
competitive quotations. Or the property owner may pick 
up the Yellow Pages or the daily papers and call any one 
or number of a dozen mortgage brokers, in order to get a 
competitive quotation. The property owner, if he is a 
reasonable and sensible citizen will select the quotation 
which is most competitive and will consult his solicitor 
aS a matter of course. 

Now as for the gullible and naive who consti- 
tute a very small minority, and for the unscrupulous 
mortgage brokers who also constitute a very small 
minority, it seems to me that no matter what governments, 
_ the Better Business Bureau, associations such as the 
Ontario Mortgage Brokers Association do, these people 
continue to get into trouble and the solution is beyond 
me, 

Qualifications of a mortgage broker. Mortgage 
brokers need a high level of knowledge in real estate 


values, on residential, commercial and industrial 
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properties. They must be competent appraisers and must 
have a knowledge of the money market in regard to 
mortgages which will be advantageous to their clients. 
Many mortgage brokers have had many years of real estate 
experience. 

In return for his fee, the mortgage broker 
performs the following services: There are others, but, 
number one the inspection and appraisal of the 
property to determine its market value. Number two, the 
consultation and advice to the borrower as to the most 
economical financing arrangements available. Number 
three, to arrange a mortgage or mortgages for the 
applicant, through a convention first mortgage company 
or by private funds, at the best rates available. 

Number four, thoroughly explain to the applicant exactly 
what he is getting and why. I might point out that 

the broker's representative, in the arranging of the 
loan, may take one or more investors through the 
property. He may have to make four trips or three trips 
or five trips to the property and I'm trying to explain 
why there is a fee charged and what justification there 
Le itor sa ifeerx 

Now, Commission -- there is one other para- 
graph. 

Many people have heard of the so-called 
sharpies in this business and their malpractices, but 
they have heard very little of the services provided for 
clients by the hundreds of citizens of this Province who 


happen to be mortgage brokers. It's not news that John 
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Doe, Mortgage Broker, refinanced James Smith's house so 
that James Smith got a fair deal. 

Commission charges by mortgage brokers. In 
return for his services, the mortgage broker must be 
paid fair compensation. Mortgage brokers in this Province 
charge from 5% to 10% of the principal amount to be 
advanced for arranging a second mortgage. The higher 
commission rate is usually only charged in cases where 
the loan is extremely difficult to arrange and requires 
many long hours of work and specialized knowledge. Now 
I'm speaking here of other more responsible mortgage 
brokers. There -- in my opinion -- are others who 
charge higher, or in some cases lower. 

For arranging a first mortgage a broker may 
receive a fee of from 1% to 5%, again depending upon 
the amount of work involved, and the difficulty in 
arranging the loan. 

It is the practice in this Province that to --to 
have the borrower pay all the costs of arranging a loan, 
which means that the borrower will pay the lender's 
legal costs, which are normally the 14% which is a 
tariff set down by the Bar Association Law Society, 14% 
of the loan plus disbursements together with the 
aforementioned brokerage fees, and in some cases an 
inspection fee. The inspection fee is usually always 
very nominal -- 15, 20 or 25 dollars when it's charged. 

We point out something I suppose you've heard 
a lot about this -- you know this better than I at this 


point -- that the complaints made against mortgage 
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brokers have almost always been in regard to excessive 
bonus. or excessive brokerage fees. 

Second mortgage rates. The per annum interest 
rate charged on the average second mortgage is 12%. 
Second mortgage rates. may range from 9% to 18% per 
annum, although:..we have.heard from Mr. Simone of rates 
as high as 37% per. annum and even higher. 

As we“live in.a free enterprise society, 
wherein the cost of items ts regulated by competition on 
a free and open market, we suggest that under normal 
circumstances. the rates paid by the-consumer for second 
mortgage financing are fair and proper. We do not 
suggest that certain reported interest charges made by 
certain mortgage brokers and/or finance companies are 
fair or proper, but we do suggest that if full disclosure 
of the cost of money is made to the borrower and if we 
| can assume the borrower is able to read and write and 
is of normal intelligence, a lot of our problems will 
be quickly solved. 

We were asked to give an outline of our 
operation mainly, and not this foregoing information so-- 

Rosemont Investments Limited, our Company, has 
the prime function of making mortgage loans on both 
commercial and residential risks, the loans varying in 
the length of time of their duration from 3 months to 5 
years. We understand that you are concerned primarily 
with residential risks, and therefore we will outline 
our operation in this regard. As principals, Rosemont 


Investments Limited, is primarily interested in those 
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mortgages that run for a term of from 1 to 5 years, and 
those mortgages bear a yield of 83% to 13% per annum. 
Therefore, Rosemont as a principal is presented primarily 
with applications that are unacceptable for one reason 
or another to a trust company or a life insurance company. 
This may be caused by the borrower wanting a second 
mortgage, or a mortgage on a type of property or in an 
area not acceptable to the life companies or trust 
companies, or a mortgage whose amount represents a higher 
percentage of the purchase price or value of the property 
than is generally acceptable. 

The yield of 83% to 13% per annum is determined 
by the amount of risk involved. This is done in the 
same manner as one would weigh the difference between a 
Government Bond and the Bond of a private industry. Each 
ease is studied, and the risks carefully evaluated. The 
rate is then determined, and the rate quoted is usually 
the lowest possible rate in relation to the risk because 
of the immense competition in the field today. A 
company such as ours can only remain in business as long 
as it lends out money. In order to do this as an estab- 
lished enterprise having already been a long time in 
business, and planning to remain in business, two points 
are always before us. The first is the if the rate 
quoted is too high, the applicant shall not return to 
Sign the application. The second is if the rate is too 
low, the Company cannot exist. Naturally, the cost of 
funds to Rosemont Investments Limited is considerably 


higher than the cost of funds to a company such as an 
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insurance company that is investing its premium income 
or a trust company that may be investing its deposit 
account income on which very low rates, or comparably 
low rates, of interest are paid. 

In addition, our Company is very dependent on 
repeat business, and this would be non-existent if the 
initial transaction with the borrower were unfair. 

In the course of this business of course, we 
receive applications that are not acceptable to Rosemont 
as principals because it may not fit into our portfolio, 
or the borrower should not, because of his security, be 
paying as much as our minimum rate, or the loan might be 
too speculative for us. 

In these cases our Company acts as agents for 
other investors or insurance companies or trust companies. 
When we are the agent of the insurance or trust company 
we are normally paid a commission by the company, and 
because of the little work involved in dealing with such 
professional investors, the commission of such a company 
which is normally 1% is sufficient to satisfy our costs. 

In the event of a loan that cannot be placed 
with an insurance or trust company, and with which we 
are dealing with private investors, the necessity arises 
of doing all the work normally done by the trust company 
or insurance company, such as the taking of the appli- 
cation, the appraisal of the property, the inspection of 
the property with a prospective investor, and, of course, 
the problem of dealing with a private individual rather 


than a professional. It is for this reason that the 
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fees of a broker noveatly on this type of loan amount 

to 5%, and this cost is borne by the borrower. Ona 
smaller loan, as a matter of fact, the commission can be 
such as to just barely cover overhead costs. On the 
other hand, on larger loans often the commission is 
reduced from the 5% figure, but on the average to make a 
reasonable profit the responsible broker in order to do 
a conscientious, proficient, and professional job would 
of necessity have to charge a fee of 5%, in our opinion. 

On page seven the top is a little incomplete. 
I started out to say, just briefly, that there are three 
ways the average person could borrow money -- three 
cost levels. The cheapest would be a chartered bank 
loan on a secured note at 6%, a loan on his life 
insurance policy or first mortgage. The middle cost 
of money would come from a credit union, a second 
mortgage or the personal loan plans of the chartered 
banks. And the highest cost money would come from 
finance and acceptance companies. All of this is 
assuming that mortgage brokers charge what is the 
normal going market rate.: This does not apply to 
others. 

Brokers attitudes. There are three attitudes 
held by mortgage brokers. The first is that it's the 
broker's duty and obligation to arrange for his client, 
the borrower, a loan at the normal going market rate for 
the type of loan. Another is that the broker offers the 
applicant a rate of interest which may or may not be 
higher than the market rate and if the applicant chooses 


not to accept this offer and prefers to go elsewhere and 


| 3 re... 
| “tagome asof Yo eqyd atdd mo yllsmrom isxotd aye: 96% i! 
; 6 00 .teworrod end yd ontiod ef daoo aldd bas Re ot s 
(| 9d ago moteatmmos emt .dost to ee tema ie | 
7 edt nO .adsoo bsertevo tevoo viewed tas of as dove I> 
Ft at soteetmmoo edd netto ansol tegtal ao (basd eo |e 
7 s ofam of speteys oft so Jud ,owglt RE edd mort beosbet jo 
> | i 


| ob o& t9bto mt sex0ad efdtenoqeet ead TLIowg sfdsmoeset | 
bivow dot fsnctagetorq bas ,dastokterq .awoldnelounos & 
.Hotatqo two at .§82 to cet s eatacio oc overt YILaasosn To i 


: -ovefqmoont oldtil e at qos edd nevea sgsq a0 bk] a2 
| | 


eéadd sig oredd dedt .yltetad cast .yse os duo bedusta T 
 getdt -- yoaom wottod bivoo soeteq sgetevs ond ayew i 
ined bevedtsdo s ed biyow teeqsssds bette Yetower sa00 

ettfi atd mo asol s .86 te stom bsawosa 8s no agsol 

4 deoo ofbbin sfT exegdrom Jattt «se yolloq sonatsant 
bnoss2 s .sotnu dibexro s mort emoo bivow) yenom To 

besrsdreno ont to ansiq meol Isnoantesq edt so egeagdtom 

mort emoo bisew yenom deoo taerigia od bak  . axinad 
at ated to {f4 .estesgaios esnetqesos brs somsatt 
edt ef tsew szitsdio atsNord exzsgiuom tadd gotmvaas 
ot vlaqs don a90b eaiAT .-ode% gexvesa gatoy Isarion 
7 r to 4 pavers 


4 eobutitvids sexds ors otenf .eobudittds eisdomwm 9 95 ~° s 


sed etd gedd af ¢extt eat  varssord osegtirom yd bled 


etnoetio atd tol sgmsive oF aoltsxytide bas ytub. a' rexlord 
tot ots t sextem gntoy fsmronm ont vs apof s .irswortoed. edt 
ene axotto asxlord elt dadd at aertomA ngol to sqys edd |S 


od Jon yan To yet dotdw taeredat to ever # dasotiaas | 8 
= uy - , 


a, 


‘2 


i aoe 


ome —o ees * ' oe eo eee ‘ie 
seacesio dnsotiqgs odd It bas sist toarem oft nent tedgtd |' 
ari Se ei . : ee by 
‘8 eateriwe ’ ™ op | iE mretsaq bi a 1 >" a is eats) at ; 
7 7 a she tel . : od : gas 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 492 


shop around, the broker doesn't mind. He says take it or 
leave it, that's my rate. The third is the very small 
minority who looks only for the innocent or naive type 
who will believe almost anything he is told and take 
almost anything offered. 

| Mortgage brokers, whether they are acting as 
agents, or as principals, are in competition with 
finance companies, banks, and all other lending agencies 
that a property owner may use. 

Finance companies in the mortgage business. In 
the last 2 or 3 years there has been an entry into the 
second mortgage field of many large finance companies. 
Their rates are generally competitive with those of 
mortgage brokers, and I might point out, usually at or > 
Slightly above the rate charged by a mortgage broker. 

The finance company has one pegged rate that they charge 
on a second mortgage. This might be 13%. If the propert 
owner wishes to borrow by way of a second mortgage loan 
and he happens to be entitled to a loan at 9% because of 
the security offered, he pays 13%, because that is the 
rate of the company. There is no misrepresentation, of 
course -- they are told exactly what they are paying on 
a mortgage. A mortgage broker can determine what the 
rate should be in his experience and judgment and 
arrange for the loan for his client at a lower rate if 
justified. 

We suggest that if the finance companies were 
to take over the mortgage business entirely in regards 


to second mortgages, aid corner the market so to speak, 
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that the rates would then not remain so competitive. At 
the present time if the finance company wants to make a 
loan they must compete with mortgage brokers and other 
agencies. 

In closing, we believe that the borrower is 
entitled to know how much interest he is paying and that 
this should be expressed in one simple interest rate 
rather than in a dollar amount. In dollars and cents, 
the borrower is not given a clear-cut picture, because 
the rate is so dependent on the repayment programme and 
the length of time for which the loan is granted. The 
problem, of course, has been to come up with some formula 
that is acceptable to all lending agencies, and that is 
reasonably easy to calculate, and simple enough to be 
understandable by the borrower, and still be accurate. 
That's a tough problem, believe me. We use such a formul 
in the conduct of our business, but even the formula 
that we use as professionals is complex enough that it 
has to be done by calculator and it is not completely 
accurate, but it serves to be close enough and is par- 
ticularly useful to us as a comparative guide from loan 
to loan. 

We feel very strongly that all lending agencies, 
be it under Federal or Provincial jurisdiction, should 
be charged with the responsibility of giving the borrower 
the price of his service so that the actual yield to the 
lender is disclosed to the borrower in a manner so clear 
that the borrower can compare and shop around with the 


quotation. 
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I have a sewneshan lengthy remarks -- very 
short actually y-0dt regard to the -- I don't know if 
the Committee is familiar with the Statement of Mortgage 
form? This was brought out in July lst, 1960. It was a 
beautiful, clear, simple form. It's been amended. It's 
not quite so simple. For a person with the old forn, 
anyone that could do arithmetic could tell exactly what 
they were getting. There was no possibility, if they 
read it, or if it was read to them, that they could 
misunderstand anything. The new form is more closely 
printed and there is more to it. It may be a little 
harder for the average person who is not involved in 
this type of work to understand. Clause #4 in this 
new, amended Statement of Mortgage says that the 
minimum annual rate of interest on this mortgage is 
such and such a percent. It says"this rate will be 
higher than the rate shown below in item 5 whenever 
there is a bonus charged." In the letter that we 
received, and all brokers received, from the Department 
of Insurance on June lst, 1963, at the bottom we were 
asked +-+shown a way or method to calculate this interest 
where there is a bonus,and the calculation -- the sum 
total of what was said -- was that the interest rate 
was 12.4%. The method used is a very simple one. It 
is arithmetic and it is the Department's idea to at 
least indicate to the borrower that he is not paying 
7%, he is paying more. 

Now this is too bad in a way because it is 


like a little bit of knowledge is a dangerous thing. 
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I can show you wheréEthis loan could return 17 or 18 or 
even 20 percent, calculating this the same way, using 
exactly the same figures except one year term, two year 
term, five year term. According to these figures there 
is no repayment. If the loan was fully repaid over the 
term of five years the return would be something like 
17.4 -- 16.4% instead of 12.4%. I submit that we are 
not really telling people too mich when we tell them 
the loan is 12.4 when it might really be 17.4. I 
would respectfully submit that it might be a good idea 
to have a group of actuaries -- and they are the only 
people I think who can do it -- decide or find some 
method that can be short, clear, precise -- within 2% 
per annum, or even closer than that. The present set-up 
just won't -- in my opinion it will mislead people -- 
it's a licence to mislead. That's it. Thank you. 

MR, SEDGWICK: I only have one or two 
questions, Mr, Baillie. I'm sure the Ghairman is 
grateful to you. You spoke about the high risk of 
second mortgages. Are there any corrected figures as 
to the mortality -- how many are not paid or not paid 
in full? 

MR. BAILLIE: I am not aware of any official 
statistics, Mr. Sedgwick. I don't think the percentage 
is very high. Very, very low, in this country. 

MR. SEDGWICK: Well that doubt was in my mind. 

MR. BAILLIE: Right. 

MR, SEDGWICK: So that the risk is more 


hypothetical than real? 


aeH 
xo Sf to Ti auwder blyoo nsol atdd etedw soy wore nso T 
nitev .ysw ease oft eldt anidaivoiso .daeoreq OS neve 
qsey ows  mied t2ey% smo tqeoxs eoua|lt sasa ont yftosxs 
etedt eorugtit sasid of satbroooA .amtey spey evit mares 
edd «evo bisqex yilut easw asol ont TI .dmeavsqet om at 
ev! gaiddemoe ed bivow auwie1 edd atsey evil to misd 
ets ow tedd dimdwa FT BASE Yo beedant RAO ~~ BL7L 
moat [fet sw sectw dom oot olqesa aniiied yifsex, gon 
t .J.9f ed elfeor tigi ct aedw #.9f at asol end 
sebl boog s od ddgim Ji dadd ttmdga ylistdooqeembivow 0 
vine oft sys yedd bos ~- selausutogs te quow.s svsid ot 
amon batt to ebiosb -- ti ob ago omw antdd, I elqoog 
RS atdtiw ~- estostq .tselo duende od nso dadd hodvem | 
qu-iee dascotq off .terd cent tosele mevel to \aunms seg 
-- sfqeeq baataim [ILw tt setatqo Yoat «dh! mow gant 
,woy unet? ct e'desT .bsefetamod: someotins ae! at 
ows to eno oven yirro I. sHOEWSCRa: AM “2 we 
al nemutsad? edd ema m'l v.etitisi aM . anoivacup 
to wets detd ent twods eNoga wo¥ | .voy.ot Intedsry 
2s gemRtt baseertos yas stedd siA. .aegsatrom bmooes 
bisq dom ro bisg tom ots yusam wod --» yliisduom edd od 
Stier eit 

fetottto yas to stsws dom me I. <BLAITAG .sM 
systasoted ofid Aaisit ¢'mob 1 .woiwagbe! .aM .aotsattedsa 
.Vidavoo atdt mt .wof yiev .yiev. .dgid: ytev af 

.bata ya at esw tdwob vend IioW :x0IWadaa, .AM 

tani said TAm . AM 

stom af data edd dst 08. :ADINDGES «SM 


fisex asd? Isottdedtoqya 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 496 


MR, BAILLIE: At the moment, yes. The problem 
arose, if I can -- after the war property jumped up from 
where a $3,500.00 house was worth nine or ten thousand 
dollars and people were pretty leery. This situation 
has existed, I might point out, for the whole century. 
There are some discount mortgages and bonus mortgages 
in this City at least since 1906 that baknew of. --, not 
from personal experience but from lawyers' and clients' 
information. The deficiency ratio -- the loss ratio 
would be very low. But it's there -- I mean it can -- 
with a stock the same situation would exist. 

MR. SEDGWICK: So that there's a bull market 
that's negligible? 

MR. BAILLIE: Yes. 

MR. SEDGWICK: In a depressed market it may 
be real? 

MR, BAILLIE: Yes. The risk is that the loan 
might be for five or ten years and no one can foretell 
the future. If you could, you could loan the money at 
3% and make a darn good profit. 

hy MR. SEDGWICK: We had some evidence yesterday 
as to this practice of telephoning prospects by taking 
their names out of the telephone book. Is that usual 
in the four leaf clover business? 

MR. BAILLIE: To my knowledge I have only 
heard of this one fellow doing it. 

MR. SEDGWICK: I see. Your firm doesn't do it? 

MR. BAILLIE: No. We do very little adver- 


tising. I don't think there is anything wrong with 
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telephone solicitation necessarily, if it's done ona 
reasonable basis. Any type of advertising can be 
abused. 

MR. SEDGWICK: Does your company -- do I take 
it you use your own funds -- that is -- 

MR. BAILLIE: Primarily, Mr. Sedgwick, yes. 

MR. SEDGWICK: And when you find them always 
that is of a higher type than appeals to you, you pass 
it on to a trust company or loan company, and in that 
case the borrower pays no fee at all; is that right? 

MR. BAILLIE: As long as the -- there are 
some trust companies who don't pay a lender's fee, but 
normally -- 

MR. SEDGWICK: But he pays you 1% -- that is 
your complete remuneration? 

MR. BAILLIE: Yes. 

MR, SEDGWICK: That's all I wanted to ask. 

MR. IRWIN: Mr. Baillie; I have two or three 
questions. Where and how and in what manner are the 
mortgage funds assembled? We have had a number of 
witnesses and some say, "Well, I have contacts with 
lawyers or other people, and we sometimes use our own 
funds", and now you are saying you use your own funds. 
What are the methods of assembling this pool of money 
to be available to be loaned out? 

MR. BAILLIE: Well, through normal channels 
the Company has a considerable amount of money itself 
and has considerable line of credit at the bank. We 


have -- with the other loans which we don't take 


6 fo ofob e'dt th .yliteaasoen nottsdtotioe snorigqelst 
od neo gaitatdxevbs to eqyt yaa .atesd eldsneases 


exet I ob -- Yitéqmoo toy e500 s*ILWEdHG . AM rise’ 
~~ ef tadd ~- ebrwt awo voy San soy’ st 

-aey .wotwabs2 .aM .yftasmind s81LITAG JAM 
ayawis mod? Dall voy seriw boA sAOLWEdEe . AM ae 
Benq soy ,voy ot efseqqs ass eqyud tengtd & to af tsdd 
jend at bos .¥neqmoo msol to yisqmoo david 6 oF MO JL 
Stdaic dsdt st iiifs ds e571 om aysq seworrod edd sare 

sig etent -- edt as znol aA sHEIaTAa . AM 
dud sot e repel s yeq J'nob odw estasqmes tauvid omos 
~~ ylismiren 

at derit -- Bf voy aysa ed su sMOLWOGHeA . HM 
faotisrtsnymea etelqmoo two0y 

.asY saiLizagd . AM 

.Wes od bedmsw I ifs a'itsnl :OnWwodde .AM 

eetdd to owt eved I .siflish .sM <:MIWHT .aM 
eft oxs usmiem dsdw at bas wor bus etsdW .snolteeup 
to asdewe a ber svad sW Theldasess ebnwt sgsesii10m 
fidtw adostmoo eved I .Ifew" yee smoe bas soeeontiw 
nwo iyo 9as asmidsmog ow bas .efiqoeq tenlte to atoywel 
ebavt mwo iwoy sey voy satyse ete soy won bas ." abmw't 
yonom to I[ooq atrd antidmesas to abortem oft ors tsAlW 
tgvo bensof ed ot efdsiisvs od of 

afennsio Ismron dguotdt .f[foW <HLLTIAG . AM 
tioeati yenom to gavems sidsusbleanco s asd Yrusqnod sald 
oW .ximed onig ds Fibeto Yo enti eldsyebtenoo asd bas 


Stat 2' mob sw dotdw ensol zedto esld Adiw -- svsi 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 498 


ourselves -- we, as I said, contact private people. I 
have a list of several thousand people investing in 
second mortgages in the city. I might point out too 
that I have a postman, TIC conductor, etc. Most of the 
people are not wealthy people who invest in these 
things. They are middle income people who are either 
retired or about to retire and choose to put certain 

of their money into secand mortgages or such type of 
investment. 

MR, IRWIN: Would such a person -- supposing 
they have assembled ten thousand dollars of life 
Savings, they might come to you because your firm was 
recommended and they tell you, "I've got ten thousand 
dollars. If you see something good will you look into 
46e" 

MR. BAILLIE: Right, correct, that can happen, 
and does happen, yes. 

MR. IRWIN: Would you say this is a major 
method of assembling money? 

MR. BAILLIE: No. Well, you see, we have the 
two categories where we act as principals. Where we 
act as principals this is not of any importance, but 
where we act as agents it's a major method. A solicitor 
or someone in a trust company or a friend or a client 
that we have dealt with for some years might recommend 
us to someone. 

MR. IRWIN: If I had some money I might go 
to you and say, "Put me in -- arrange something-- 


MR. BAILLIE: Yes, right, yes. 
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MR. IRWIN: Would you charge me a fee? 

MR, BAILLIE: No. This is not the practice, 
I think it's unfair, The practice should be to have 
the investor pay something but this has been going on 
since long before I was thought of that the borrower 
pays all costs, the lender pays nothing. 

MR. IRWIN: Do you == I don't know if this 
goes beyond duty -- do you sell bonds, for instance? 

MR. BAILLIE: No. We are a private company. 

_MR,. IRWIN: Well, that's one series of 

questions. Touching on the same thing Mr. Sedgwick 
touched on -- you gave a very good explanation of the 
matter that I was trying to pin down yesterday in 
another connection -- that it seems to be the accepted 
pattern that a charge -- a brokerage charge -- is 
greater in the case of second mortgage than in the case 
of a first mortgage and the reason given in all cases 
is that it was greater risk. And yet this other person 
has admitted -- and you more or less admit -- that 
actually there is no information there is greater risk. 

MR. BAILLIE: Well, there is information. Now, 
for an example, on a stock that is listed on the Toronto 
Stock Exchange you can, I understand, get very -- 
reasonably high yields on some of the better stocks 
depending on the timing and so on. And yet there is 
very little risk except in 1930 there was quite a risk 
and this is always uppermost in any investor's mind. 
They don't go in for a month or a year usually. They 


are in for five years, sometimes seven or eight or ten 
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years. And they “= yotove got to recognize that property 
did go down once before and the economy has, over many 
years, gone like this and there is no reason to believe 
it is going to stop now. We don't know this but -- 

MR. IRWIN: From an accounting point of view, 
assuming that there is a potential or long-term cyclical 
risk in regard to a second mortgage and therefore you 
are entitled to charge an extra rate fee -- on accounting 
lines do you set aside as a reserve for losses a portion 
of this extra charge? 

MR. BAILLIE: Well, in our own case, as a 
private company, as private investors, we have our 
own systems for such matters, but under normal circum- 
stances I don't -- if we were a public company we would 
naturally have to do this -- as a private company owned 
by ourselves, we conduct our business in whichever way 
we can within the law, of course, of common sense. We 
set aside certain reserves and certain other investments. 

MR. IRWIN: It isn't necessarily this 
difference of 5% on a first and 10%:0n a second for a 
fee? 

MR. BAILLIE: No. 

MR. IRWIN: How long has Rosemont been in 
business? You seem to refer to substantial history -- 

MR. BAILLIE: Well, substantial history to 
us -- you see I'm 32 -- I've been in this business 
since I was 21 so to me this is a long time and my 
partner is the same age and he has been in the business 


for the same length of time. 
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MR. IRWIN: You spoke of having your own 
formula for the calculation of an effective rate of 
interest. I wonder if I could have that, at any rate? 

MR. BAILLIE: Sure. I don't have it with 
me and I can't quote it from memory, but I would be 
glad to send it to you, sir. 

MR, IRWIN: Send it to Mrs. Dell. 

MR. BAILLIE: Mrs. Dell, yes. 

MR. IRWIN: And to Mr. Price, the Chairman. 
There are so many of these formulas -- 

MR, BAILLIE: I know. 

MR. IRWIN: It's interesting to collect them 
all to see which one is the closest to the accurate 
method of -- 

MR. BAILLIE: The problem with any of these 
formulas is that they can't possibly be as adaptable 
as they need to be to cover every possible transaction. 
They can go out -- 

MR. IRWIN: Yes, they can. 

MR. BAILLIE: There are checks -- 

MR. IRWIN: The higher the rate of interest. 
per annum, the more out they will be. 

MR. BAILLIE: Right. Well, we're not worried 
too much about it. I imagine up around 40% it would 
really be out. 

MR. IRWIN: When you're down around -- 

MR. BAILLIE: Ten or twelve there isn't too 
much. 


MR. IRWIN: Ten or twelve percent there isn't 
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much of a variation. One other question. You referred 
to the change in the Statement of Mortgage form in 
which, in paragraph 4 if I recall, required a statement 
of the minimum rate of interest? 

MR. BAILLIE: Correct. 

MR. IRWIN: There was a letter accompanying 
that which gave a short parenthetical formula for the 
determination of a minimum rate. I raised this 
question earlier and I would like your further comment 
on it. The information is required and the Statement 
of Mortgage form actually gives all the information 
necessary for the determination of an effective rate on 
one of these short-cut formulas? 

MR. BAILLIE: Yes. It's not a very effective 
method. 

MR. IRWIN: Pardon? 

MR. BAILLIE: It's not a very effective 
method. It's a method. 

MR, IRWIN: But it would be close? It would 
be within 1%? 

MR. BAILLIE: No. The rate suggested here? 

MR, IRWIN: No, no, no. On the form itself, 
there is all the information necessary to -- 

MR. BAILLIE: Oh, yes, excuse me. Everything 
pertinent to the transaction is clearly stated on the 
form, right. 

MR. IRWIN: This could be applied to a 
formula which would give the effective rate? 


MR. BAILLIE: You could take it to a good 
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accountant or an actuary and they could figure out a 
rate -- 

MR. IRWIN: Well, I think anybody with 
elementary arithmetic could with a short-cut formula. 

MR. BAILLIE: Well, you would be surprised. 

MR. IRWIN: Especially the constant ratio 
method. 

MR. BAILLIE: It's possible -- once they are 
aware of it. 

MR. IRWIN: This would give you, instead of 
your minimum rate, it would give you your effective 
rate within a range of about the same; is that not 
so? 

MR. BAILLIE: Yes. As long as Someone can 
come up with a -- something else than this. 

MR, IRWIN: Yes. This is too complicated to 
be of any use. Thank you very much. 

MR. SEDGWICK: I have one other question. I 
suppose, Mr. Baillie, in fairness, there are two 
basic reasons for the high second mortgage rate. One 
is that the second mortgagee must always face the 
possibility of having to protect himself against the 
first mortgage; isn't that right? 

MR, BAILLIE: Yes. And the taxes. 

MR. SEDGWICK:; He must protect himself. 
Secondly, and I think you mentioned this, he lacks 
liquidity, that is, he must wait out this five or 
ten years, whereas in the case of a stock, a listed 


stock, he has an immediate or constant market. 
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MR, BAILLIE: Thank you. 

MR. SEDGWICK: So if he is apprehensive he 
can't sell out, as with a stock. 

MR. BAILLIE: Right. He could sell out but 
it would cost him. 

MR. SEDGWICK: He might be able to sell out. 
But if he was apprehensive so might all other second 
mortgage lenders be apprehensive and you might have no 
market at all. 

MR, BAILLIE: Correct. 

MR. SEDGWICK: Is there any regular trading 
market for second mortgages? That is, if a mortgagee 
has a reasonably good second mortgage and needs money, 
is there a market on which he might sell the second 
mortgage that's something like -- 

MR. BAILLIE: Not in any formal way such as 
the Stock Exchange. Our Mortgage Brokers! Association 
has visions of something like this ultimately, but the 
only thing there is at the moment is a listing of some 
members of the OMBA in the Yellow Pages and they could 
check there. There is, I think, twelve or sixteen 
companies mentioned. This is the only method -- or 
their own Solicitor. 

MR. SEDGWICK: And I suppose if you can sell 
it you generally have to sell it at some discount? 

MR, BAILLIE: Well, their yield would have 
to be commensurate with the market yield at the time. 

MR. SEDGWICK: But there is no general 


market, no mortgage brokers' association operates any 
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market to which a aciies mortgagee could resort if 
he needed money? > 

MR, BAILLIE: Not in the sense -- I think, 
if you mean for example along the lines of a Stock 
Exchange -- 

MR. SEDGWICK: Nothing of that kind? 

MR. BAILLIE: No, no sir. 

MR. SEDGWICK: So you must just search to 
find your market through individual brokers? 

MR. BAILLIE: Correct. We have a co-operative 
system but it's in its infancy and it's not too 
effective at the moment. 

MR. SEDGWICK: Thank you. 

MR, IRWIN: Pursuing Mr. Sedgwick's thought 
there, which is one I had in the back of my mind in 
my practice as an accountant dealing with house 
builders. They often have occasions to take back a 
second mortgage and then they dispose of them. But I 
fail to detect any pattern in this selling the second 
mortgage and I was curious too as to who rigs this 
market for dealing in second mortgages. Is it just 
over the telephone? Is there some agency or a particu- 
lar number of mortgage brokers who specialize in 
shopping for these second mortgages, collecting them 
and transferring them to other buyers of them? 

MR. BAILLIE: There are in the second 
mortage financing -- there is nothing like this. There 
are companies large and small involved, but the method 


of determining what the discount is, is: the type of 
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property, the -- 

MR. IRWIN: I wasn't concerned with that. 

I know that would be an individual calculation on the 
part of the mortgage broker when he sees the actual 
mortgage and finds an eventual buyer. But I was 
thinking of the mechanics of assembling the -- 

MR. BAILLIE: Block of seconds, you mean? 

MR. IRWIN: Yes. 

MR. BAILLIE: Well, this has been done -- 

MR. IRWIN: Is it run like an over-the-counter 
market in the Stock Exchange where you just -- 

MR, BAILLIE: Yes. We've run into builders 
who would vee to us with a stock of one hundred 
thousand or fifty thousand dollars worth of mortgages 
that they held and they say, "We want a quotation”, 
which then we proceed to appraise the properties and 
get an offer. 

MR. IRWIN: I see. 

MR. BAILLIE: This sort of thing does happen. 

MR. IRWIN: I see, 

MR. MACDONALD: This is essentially the same 
as any second mortgage? 

MR. BAILLIE: Yes. 

MR. MACDONALD: I mean the reselling or the 
discounting of an existing second mortgage and getting 
the money for it is really just an individual seeking of 
it out? 

MR. BAILLIE: Yes, at the moment this is 


practiced. It's a matter of shopping. People talk 
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about going shopping ean a suit or -- they shop until 
they find something that satisfies them at a price 

that they feel is fair and this we recommend that 
people do whether they own a first or a second mortgage. 
There are lots of avenues to shop through. 

MR. MACDONALD: So if a person had a second 
mortgage on a house that they had sold that they 
wanted to realize in cash they would simply go down 
the Yellow Pages until they found somebody, somewhere, 
who said, "Well, I'll take that at a discount of 
25% , or 20%, or 15%", and he will take the best 
deal offered by shopping it that way? 

MR. BALLIE: Correct. This is recommended 
in any commodity. 

MR, MACDONALD: I'm not being critical. 

MR. BAILLIE: No, I understand. It's a 
recent development too. <A couple or three years ago 
people didn't do this. They would call a mortgage 
broker or their lawyer or someone as if this was the 
end of the world. Today they shop around and they 
shop around pretty well. Sometimes you will get a 
call three months later -- you keep a record of them -- 
and sometimes three months later they call and say, 
"T'vye decided now I want to go ahead and have the 
money ". 

MR. IRWIN: That thought occurs to me, Mr. 
Chairman, as it did yesterday. I don't know whether 
it's the proper place for this Committee or a proper 


question, but it strikes me that some piece of literatur 
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has generally circulated among the population 
describing this, For instance you say two or three 
years ago they didn't, now they do because people are 
learning the roots. If people knew the roots -- in 
other words around the refinancing market -- you 
would probably accomplish a great deal. 

THE CHAIRMAN: Does your association put 
any literature out? 

MR. BAILLIE: We would like to. We have had 
plans for the last three years. We have so many things 
to do, that we spent a lot of money the last three 
or four years, and a lot of time. Unfortunately our 
budget doesn't permit this but that is a very important 
thing which we -- we've come into our fourth year 
now and we've got to do something about the public's 
information. 

THE CHATRMAN: Mr. MacDonald, do you have any 
other questions? 

MR, MACDONALD: Can I pursue the discussion 
on the question of the business of a formula? In your. 
opinion, is it possible to get a simple formula that 
can be -- 

MR. BAILLIE: No, sir. I don't know, Mr. 
MacDonald. I'm not an actuary but as far as I can see, 
no, I don't think there can be. There might be. I'm 
not saying right, but in my slim arithmetical knowledge 
I don't see any method that's going to be 100% accurate 
in all cases. 


MR, MACDONALD: Well, let's assume we start 
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from the premise that«it was not necessarily 100% 
accurate because I don't think this is really what we 
want i 

MR. BAILLIE: Well, Mr. Irwin mentioned the 
one -- 

MR. MACDONALD: But given a 1% margin, say, 
either way, is it then possible to come up with a 
formula anybody with normal, basic arithmetical 
knowledge would be able to do this calculation and not 
be mislead? Without having somebody to do it for him? 

MR. BAILLIE: The only problem is that a 
lot of the people, be they even though intelligent 
people that might be borrowing money, it seems that 
once you get over a couple.of hundred dollars there is 
a bit of a mental block and they soon get the block 
away which you -- you sort of open their thoughts to 
it and try to -- once you explain it properly to them 
then they clearly understand and there is no problem. 
And if you are talking, it seems, to a lot of people of 
one hundred dollars they know exactly what you are 
talking about. When you are talking about ten thousand 
or four thousand, sometimes they for some reason become 
confused. It's not lack of intelligence, it's lack 
of practice in this type of work. 

MR. IRWIN: I would like to make this comment 
-- I think I made it yesterday -- that I believe, 
having looked into this somewhat over the years, it 
is possible to develop a formula which can be worked 


out in terms of multiplication and division without the 
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use of tables that weale give a fairly approximate 
result as to an effective rate of interest. I find 
that in discussing the matter with my actuarial friends 
that they say no it isn't possible, but you see if we 
are content -- supposing the aim of legislation was 

to be content with a range of 1% on either side of the 
exact calculation, then this is possible. But if you 
ask an actuary he will Wass "No, I've got to have 
stacks of tables and books and calculations and 
Calculators and formulas”. As a yen, this is just, 
this is sinful, we won't talk about it, you see, 


developing a formula which you would consider an aid 


 4yitthat factor, So in discussing it with actuaries 


is barking up the wrong tree. Unless’ they can get 

it down to the nearest five places of decimals then 

it isn't accurate, you might as well forget about it. 
It's not for me to say, but I think it is for the 
Committee to consider what range of accuracy you are 
talking about, what range they would be content with. 
Given that, if you were to say to someone, even myself, 
we are content with the range of accuracy of 2%, now 
let's have a formula. I think that it can be done. 

MR. BAILLIE: Well, this is my sentiment 
quite frankly and I am curious to get your experience 
on it. 

MR. MACDONALD: IN this gathering together 
of a pool of funds, what interest rates are normally 
paid by a person who comes -- say on a second mortgage? 


MR. BAILLIE: Well, in this instance, Mr. 
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MacDonald, there is ads division in our own company, 
and most brokers are brokers in the simple sense that 
they act as agents, they receive a commission. The 
person who does lend the money gets the exact yield. 
Now you have heard of cases here which, I understand, 
aren't very pleasant, where this didn't happen, but 
normally -- under normal circumstances -- the lender 
gets the yield. 

MR. MACDONALD: You, in effect, just put the 
lender and the borrower together? 

MR, BALLIE: Right. 

MR. MACDONALD: But is there not another 
practice of you pooling bits and pieces of money, so 
to speak? 

MR. BALLIE: Yes. 

MR. MACDONALD: And then -- I presume then 
you are acting as a principal? Are you -- 

MR. BALLIE: Normally in some companies, yes -- 
normally the investor would get about 1% less than the 
yield on the mortgage. If it's a 12% mortgage the 
investor might get 11. I know several companies who 
do this type of thing and the investor is paid 1% less, 
the company takes the other 1% as an administrative 
fee more than anything. 

MR. MACDONALD: So if the charge is 12 or 13, 
he would be getting 10, say? 

MR. BALLIE: The investor? 

MR, MACDONALD: Yes. 


MR, BALLIE: No, not usually. It can happen 
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that way, of course. 1 really -- the little experience 
I've had with that sort of thing would be a 1% 
variation or 13 possibly. The trust companies work 

on a 2% between what they pay for money and what they 
give for money. 

MR. MACDONALD: How widespread is the 
practice of advertising’for people to come in? 

MR, BALLIE: Very widespread. 

MR. MACDONALD: Put your money in? 

MR. BALLIE: Oh, no. This is not, this is 
not allowed, of course. You have to be a public 
company before you can advertise for people to put 
their money into your company. You can advertise that 
you have mortgages for sale, investments for sale which 
the individual can purchase on his own. 

MR. IRWIN: Well, this ad that I just had my 
attention attracted to a few weeks ago. ‘Our assets 
are over a million and a quarter. We offer you 8 to 10% 
on your funds" and they go on to point out that they 
are in good securities, home improvement and they their 
average rate is 22% and this may seem high but a lot of 
other people are higher etc., etc. Is this a very 
widespread practice? 

MR. BALLIE: It has become -- there are 
several companies in this. This is a 360 day deal 
where they don't come under the Securities Commission, 
tsn't: it? Don't they return the money every year? 


Is this the -- if they don't do that they must be 
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MR. IRWIN: it doesn't say so, It says you 
can get more information in the brochure and I haven't 
got the brochure. 

MR. BALLIE: Well, that's a matter for the -- 
Our company would be glad to sponsor a series of 
educational articles in the papers. The Association 
would be glad to do anything it can to educate people. 
it's in our advantage. If we don't educate society, 
if we don't treat people properly, eventually they will 
do away with us. 

MR. BELANGER: Mr. Chairman, this suggestion 
of Mr. Baillie appeals to me. Everyone here that has 
come before, and even those who apparently are not 
considered by their colleagues to be in the forefront 
of the profession of mortgage brokers, even they would 
seem to welcome a statement to an effective approximate 
rate of interest and everyone emphasizes the greatness 
of competition. Competition is the big factor. Even 
if the rates were published the competition would still 
keep them down. In fact, drive them down further. It 
almost seems the goal of almost a riotous campaign that 
public education might achieve a great deal; is that 
right? 

MR. BAILLIE: I would think so. We had at 
one time, about two years ago last January, two or three 
years ago, four of us from our Mortgage Brokers ' 
Association spent a week with a fellow from the 
Telegram and he had a series of articles -- one article 


was the Do's and Don't's, what to do and what not to do, 
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etc., and a lot of tere -- I think people are pretty 
well -- they visualize the mortgage broker sometimes 
as some kind of a huge spider that is going to pounce 
on them. They might go eae else and pay 24%, 
twice the rate of interest, because the other fellow 
has good public relations but -=- people do need to be 
educated to this. I think if they are educated to this 
they can make their free choice. Cenaincee nen charge 
1% per month, which is 12% to their members. They give 
dividends in the Credit Union. It's wonderful -- saves 
the people about 12% more per annum, but it's not -- 

MR, BELANGER: It occurs to me that if people 
are sick they naturally go to a doctor and if they 
are in legal trouble they go to a lawyer. When they 
need money they automatically think of a bank but they 
have been educated to believe that banks want their 
dough to keep for security and therefore they can't go 
there, Then they are desperate -- where do they go 
next? If they knew that there was a fairly formal, 
regulated, well disciplined money market available, such 
as you are describing, I think that it would go a very 
long way to bring down the rates and to achieve credib- 
ility for the demand, and might achieve a very great 
deal if only known by the general public that this money 
market existed and what were the rules about entering 
it and observing observations to be made and selecting 
the right form of credit and so on. 

MR. BAILLIE: Wandering along that line, if I 


may, it's amazing to me that out of this -- Mr. Simone 
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says there will be Baer registrations under the Act 
this year, apparently from his statistics, and it's 
amazing to me that out of the even if there are only 
600 or 500, that there have only been about 100 brokers 
join our Association. The big thing keeping them out 
is the cost to join, which is $100.00 and some of them 
don't see the value of spending $100.00 today. Now, 

of course if we had 200 members -- we have a budget 
laid out, we've had it laid out for four years, of what 
we can do -- educational programmes, public relations, 
etc. Our membership drive has been -- we've had steady 
growth but not what we expected and we would like. 

MR. BELANGER : Well, I would say from what 
you say on page 2 -- in other words you object -- from 
what I gather -- you object to the banks saying that 
their amount of money is 6% per annum when, as you 
explained there, actually it's not 6%, it's 11 to 134? 

MR. BAILLIE: Well, I don't think, Mr. 
Belanger, that they necessarily always tell people it's 
6%. Sometimes if they are not asked they don't quote 
any rate, If they are asked sometimes they quote 8%, 
9%, sometimes the employees of the bank say they don't 
know what they charge you. Banks -- I don't object to 
the banks charging eae it's just that they should 
be made to tell the people what they are paying. 
Competition will take care of the rates if everybody 
knows what they are paying. I don't think there is any 
great problem. 


SPEAKER: Extraneous noises -- 
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MR. BAILLIE: Pardon me, sir? 

MR, BELANGER: What is it ves mean by this -- 
what is a disbursement? 

MR. BAILLIE: Oh, disbursement -- well, the 
disbursement mentioned here is in connection with the 
legal costs which, as I say, are normally the tariffs 
set by the Law Society. The disbursements can range 
between twelve and nineteen or twenty dollars 
for the lawyer, the cost of searching the title etc., 
usually a small item. 

MR. BELANGER: What did you say was the 
amount of that? 

MR. BAILLIE: Between twelve and twenty 
dollars normally. They generally are -- the average is 
probably fourteen or fifteen dollars. 

MR. MACDONALD: We were told yesterday of a 
flat rate of fifty. 

MR. BAILLIE: Well, that's disbursements, Mr. 
MacDonald, that's not the fee. The fee is set out by 
the Law Society. We don't interfere with that, 
that is their business, not -- 

MR. BELANGER: You mentioned here that a 
person of normal intelligence -- what does that consist 
of? 

MR. BAILLIE: Well, that perhaps is not a 
very good choice of words but just the average person, 
I think -- somebody like me. I can understand it. 

MR. BELANGER: Voice inaudible -- 

MR. BAILLIE: I don't think you need to be 
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MR, REILLY: Mr. Chairman, I was interested 
in what Mr. Baillie said about their company uses its 
own funds. Now, if I want to invest in your company 
you have a pool of funds that you would allow me to 
invest in your company? 

MR. BAILLIE: We could. We do that on 
occasion but not -- 

MR. REILLY: But you don't advertise, being 
a private company? 

MR. BAILLIE: No. 

MR. REILLY: If I were to invest funds with 
you, would I automatically invest them in the form of 
a mortgage or would I receive a yield, a certain, 
specific interest? 

MR. BAILLIE: No, you would receive a 
mortgage, a specific assignment of a mortgage. 

MR. REILLY: Now, you suggest on page 6C 
that a 5% fee should be adequate for most services, 
large and small loans. Yesterday we learned that 9% -- 
3% for a lawyer and 6% for brokerage on first 
mortgages -- seemed to be adequate and suggested that 
it should be increased to 10%. On second mortgages 
we learned that one broker was charging upwards of 
16% for a fee including the legal fee. Now, in 
addition to this 5%, how much extra would be necessary? 

MR, BAILLIE: Well, the legal fees only. 

MR. REILLY: And what would that amount to 
approximately in your -- 


MR, BAILLIE: Well, the minimum legal fee 


bedastedst sew I ,xewuted? 49M sYITSE AM ‘ 
adk gees yasamos ttendd Jwods biee siiftse® aM dacdw mes 


ymeqmoo avoy mi dasvat o¢ tasw I tt .wo abet Awe 
a | ot eum wolis bivow voy dead abawt to Loog s evaed voy 
| ryasqtion “toy ut teevat 
; no teat ob eW .blvoo SW :aLLITAM . AM aves 
; ~- tom tud-motasss0  |* 
3 gaitsd ,satsrerbs T' mob voy tu <sULilaA . aM | 
; tynsgwos stavira 6 
i O08 <S30cTAS vAR o + igee 
daviw ebavt saevyet of exew [ TI <WITRH .AM 
< Te ariol edd at mer} geovat yilsolismetus I. binow (yoy 
witsdiss s .bfety s evtesest I pivow to szeydaiom s 
| | Staotedat ofthosqa 
8 eviecet biwew voy .oM <SILITAG .aM BwLG 
“et .9BSgetom s Io dromegiees oltiosqe s weienies 


0d egsq sto taengwe voy .wok <YITSA wf 


Teed 


r .aeo0tvies teom tot stsupsbs ed biyede est 82 s sadd 


-- RO ted bemisel ow ysbisvesY .ansol [fsms bas ogtsl 


SS 


tartt mo egetsdoud tot RO bos tweywsl 5 tot RE 

dsdi bevasznve base stsupebs ed of bemesa ~-- aeaangiiom 
eegegitom baosea a0 ROI ot beagsront od biworle tt 
te abtswas grtetedo asw rassiord eno tedd benresf sw 
at .wod .ee%t {sgei edt getbulont eet ¢ rot ROL 


| tyisaescen ed bivow sttxe dowm wor .R2 elds of notdtbbs 


Se Le CE NE ee 


-VYino acet fegs{ sdt .[feW sZLIITAd . AM on YS? 


io aan 


ot Jnvoms dent biyow jsdw bmA <sVIIIad . irkzetjo 
-- ‘Hoy at yletsmixorqqs |° 


set Isgef aumtatm edd ,ffow -aTLIEAd . AM ' 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 518 


normally is fifty dollars. A lawyer has to cover 

his costs as well and the average lawyer just couldn't 
search a title, certify title, do all the mechanical 
work involved for less than fifty dollars plus 
disbursements. That's on,say,a $2500.00 loan the 
tariff is something like $25.00 I think, or very little 
more . 

MR. REILLY: What would be the average loan 
that you would make -- average price -- would it be 
$2,000 or $2,500 or $3,000 or -- what do you average? 

MR. BAILLIE: In residential loans, which 
we are speaking of now, the average size would probably 
be around $3,000. Twenty-five hundred to three 
ree 

MR. REILLY: What do you think would be a 
fair flat fee to include everything, then? Under those 
circumstances of a $2,500 or a $3,000 loan? 

MR. BAILLIE: Well, on a $2,500 loan I 
would think $190.00. That's including $65.00 for 
legal fees and disbursements -- that's just averaging 
it. Sometimes disbursements can be two or three dollars 
higher -- and $125.00, or 5% of the $2,500 as a fee. 

MR. REILLY: From the standpoint of personal 
interest, Mr. Baillie, how many people would come to 
you for a loan that could normally go to, say, a.trust 
company or an insurance company? 

MR. BAILLIE: A large number. We deal with 
them through a trust company. 


MR. REILLY: What percentage of your business 
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would go through a large company like this? Approximately? 

MR. BAILLIE: I would say approximately 25%. 

MR. REILLY: And this is one reason why, 
of course, you can render this service for less money? 
You automatically have a place to secure the funds? 

MR, BAILLIE: There are -- gosh, I don't 
know -- there ds<gottng tobe about 50 trust companies 
in the next couple of years apparently, but there are 
something like 15 trust companies available to us in 
this area. There is a big problem in outlying areas 
throughout the Province. They have a real problem in 
some areas. 

MR. REILLY: So actually you are not doing 
as much business with the risky element when you are 
able to place these funds with insurance companies 
and with trust companies because they wouldn't be 
willing to accept it if it wasn't a good risk? 

MR. BAILLIE: Well, those loans -- they are 
very solid, sound investments. 

MR, REILLY: It appears to me that you are 
doing a little different type of business than some 
of the brokers. 

MR. BAILLIE: Well, we do a lot of second 
mortgage business, we do an awful lot, an awful lot. 
The majority of our business is second mortgage 
business. 

MR. MACDONALD: What percentage do you think? 

MR, BAILLIE: Well, practically the other | 


75%. Not quite but close -- probably 70%. 
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MR, IRWIN: And your private funds -- they 
don't go through -- 

MR. BAILLIE: No, when I say second mortgage 
business-- excuse me -- this is, we might make a first 
mortgage on a subdivision for a quarter of a million 
dollars or something. Taking residential, I don't -- 
I couldn't give you an offhand figure. Other than 
conventional though -- conventional are loans which 
would go to a trust or life company etc., or a pension 
fund. Probably 75% of our business is what you might 
say unconventional. 

MR, REILLY: Mr. Baillie, you wouldn't place 
your second mortgage business with a trust company 
or an insurance company; is that right? 

MR. BAILLIE: No, they are not allowed under 
law, to my knowledge. 

MR, LETHERBY: The average rate on the 
second is a rate of 12, is it? 

MR. BAILLIE: I'd say in our case the average 
rate is probably 11%. We make seconds as low as 9. 

MR. LETHERBY: Is that the stated rate or 
the effective rate? 

MR. BAILLIE: No, that's the stated rate on 
the -- without bonus. 

MR. SEDGWICK: Thanks, Mr. Baillie. 

MR. BAILLIE: Is that everything? 

MR. MACDONALD: Well, Mr. Chairman, I haven't 
too much in mind. I was very impressed with Mr. 


Baillie's brief and his off-the-cuff suggestions. Ther 
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is only one thing that interested me and that is what 
Mr. Irwin, I think, was trying to get at. To my mind 
is this: there are countless hundred of people through- 
out the country who need mortgage money but they are 
unfamiliar with the method of going out to get it. Now 
I've always been impressed with the very high class 
type of advertising that our various chartered banks 
do and our trust companies. Now you ~-- many of you 
mortgage brokers, I would say the great majority, are 
land and farms businesses that carry on with a very 
high code of ethics. The public would have great 
confidence in your method and manner of doing business. 
Well, what would impress me -- and I think this is 
what Mr. Irwin is trying to get at -- if you boys, I 
mean who represent the good element of the brokerage 
business, could pool your resources and carry out the 
type of advertising, probably in our daily and weekly 
papers, on the same basis and the same manner that your 
trust companies do and the banks, but I mean -- you 
know, with your own wording, which would give people 
to understand that if you are in need of mortgage 
money, first or second, that this is a reputable place 
to come for good advice, for good counsel and probably 
could be so set up, so arranged, that you would flush 
out the shyster brokers, which is the aim and object, 
I think, of this Committee. 

You said -- excuse me, Mr. Baillie -- you 
Said a moment ago that you had such plans in your 


organization for this very situation, and that interests 
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me very much. I would like to see -- 

MR. BAILLIE: Well, the first year when 
this Mr. Roberts was the Attorney General -- this is 
1960 -- there was quite a to-do about this to say the 
least, and we anticipated 200 members and we had quite 
a large budget and we did very well for having had at 
that time about 60 members. We had a huge budget and 
there is just a limit -- we spent a lot of money -- 
you can't see it. We spent an enormous amount of time. 
We have to spend more money. 

MR, MACDONALD: I would think you would have 
to be very careful not to spend a lot of money in a 
promotional scheme such as that, to educate the people 
and then bring them to the chap who you are trying to 
eliminate, If they differentially come in there -- how 
that could be done, but you boys can do that. 

MR. BAILLIE: Along this line, Mr. Chairman, 
I understand that anyone talking here has the Parlia- 
mentary Immunity. One of the men who -- 

MR, MACDONALD; Is that right? I believe 
so, yes. That's the -- 

MR. BAILLIE: I see. Well, one of the 
gentlemen who sat in this chair yesterday apparently 
was asked -- it was in the papers this morning, if 
that's correct -- why he didn't join the Ontario 
Mortgage Brokers' Association and he said he didn't 
need to hide behind a cloak of respectability. That 
gentleman applied for membership two or three years 


ago and was turned down. 
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MR. MACDONALD: What would your reaction 
be to compulsory. membership in the OMBA? 

MR. BAILLIE: I don't think it -- well, I 
haven't thought about it, Mr. MacDonald. That's a 
tough subject because we -- that would mean everyone, 
every broker, and we can't talk about a code of ethics 
and try to hold oyrselves out to be reasonable people 
if -- 

MR. MACDONALD: Well, you see, the problem 
we are going to be faced with in committee is to 
what extent it is feasible and desirable to let the 
industry regulate itself or to what extent supplementing 
this or as an alternative to this, we come to the 
conclusion that the only answer is government regu- 
lation. Now, notwithstanding what some people may 
think of my political philosophy, I think self-regu- 
lation is the better one. Now, how you maintain you 
are going to do self-regulation with 100 of the 600 
people -- 

MR, BAILLIE: Well, an example, if I may, 
together with Mr. Simone, the Registrar, about three 
years ago or close to that, we decided that we would 
not -- our members would not -- advertise interest 
rates because you can't honestly advertise an interest 
rate that ik going to attract anybody. You will have 
five ads in the paper and one fellow is advertising 
second mortgages as low as 9%, which is quite true. 
The only thing is there is only about one person out 


of a hundred that can get that, so that this becomes a 
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come on or a come in and see if you can qualify sort 
of thing, which is used in many types of businesses, 
which shouldn't be used in this type of business. To 
put a legitimate ad, by and large, is a waste of time. 
Say that I have second mortgage money for almost 
anyone that has reasonable equity in his house at 12% 
per annum, simple interest, no bonus, 5-year term or 
10-year term, this is useless. You might as well 
burn the money. 

MR. MACDONALD: Well, the problem that I am 
getting at without going Rate that detailed beginning, 
for a moment, is that, to put it bluntly, we had a man 
before us yesterday who shouldn't be in the business. 

MR, BAILLIE: Well, I'm inclined to agree 
with you. 

MR. MACDONALD: Now, how do you get him out 
of the business? Do you get him out of the business 
by legislative authority, self-regulation so the OMBA 
has the regulation, or do we in effect give the 
Department of Insurance greater power so that when 
you have an operator like this that they have teeth, 
that they can move in and not have the situation, as 
Mr. Simone reported one man who in effect said, "Give 
me another 18 months and I'll have a million dollars 
and I wén't care what you do -- I'll get out of the 
business". Well, it seems to me that this is tolerating 
legallized robbery. Now this is our problem as a 
Committee as to how you come to grips with that thing. 


Anybody who listened to what we heard yesterday after- 
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noon and this becomes legally permissible, somebody is 
not doing their duty --either at the legislative level 
or the OMBA or a combination of both. 

MR. BAILLIE: Of course the laws are there 
to protect the innocent and in every law I am sure there 
is some way that someone who is clever enough or had a 
good enough lawyer who could find a way around it. I 
don't think there is any law -- at least I doubt that 
there is any law -- that this could not be done to 
and I doubt that you can really legislate morals. To 
put this fellow out of business is a tough question. 
This Mr. Simone has been struggling long and hard with 
certain individuals for three or four years. He is 
one of the most frustrated citizens in this City at 
times, if not in the Province, but he's had a problem. 
The Act was very hastily put together in the first place 
and I don't think a Civil Servant, with all due respect, 
or any individual should be given too much power to be 
a Czar or Commissioner so that he can say, "Bing” -- that 
it. 

MR. MACDONALD: Well, all I am trying -- and 
I leave it here for the moment because I think these 
are conclusions that our Committee will have to discuss - 
is that somebody hasn't got enough power when some of 
the operators in the field are able to continue. Now, 
who it is that hasn't got enough power I am not prepared 
at the moment to say. 

MR. BAILLIE: The Department should have the 


power to put them out of business. 
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MR. MACDONALD: Well, it should be. That man 
is carrying a licence, is he, to do business granted 
him by this government? 

MR, LETHERBY: Well okay, there's the crux of 
it right there. It should be chopped away from him, 

MR. REILLY: On. what basis? 

MR, LETHERBY: On what basis? The man is 
carrying on in an illegal manner, flim-flamming the 
public. .They should be ee ated against him. If.you 
are going to self-discipline him -- I mean, you members, 
you can go and put your arm around him and take him out 
to the service club and treat him nice and kendly, but 
he's only getting more clients, he will steal from your 
family. 

MR. BELANGER: Just like the Police Commission 
has a right to make or break who is going to run a 
pool hall? 

MR. LETHERBY: No. If you violate the laws 
of our highways you are going to be jacked up quickly 
by a Provincial policeman whose job it is to patrol. 

He doesn't make the law -- we make the law -- but that 
the other follow stick to it is necessary. 

MR. BELANGER: Don't people have to apply to 
the Provincial Secretary to get permission to be able 
to operate? 

MR. LETHERBY: From somebody. 

MR. REILLY: The Department of Insurance. 

MR. MACDONALD: What if a person like the 
Department -- what if there was some sort of an 


independent tribune whereby some operator who is a 


"ats. 4 — >By = re eu 


_ 
Re P 
~~ se 


com ded? .od bivora it .ffoW diiaiian ai hades on ft 
pedmeny asontand ob o¢ .o et ,somoott s sabyriso at | 
Sinemrreves etdd ws mts 
to xuto end a'oisedd .Y¥swto ifoW :YGeaikvat .AM 
mina mort yews beqqodo od biveda JI. ered? digits ot 
°stasd dedw sO <WiGISs . A sontets et 
et nem of ‘Satasd tedw oO :YSARHTa. .t pom 
edd animmsli-mill . ‘anism fszelft as at ao gatyriso 
yoy tl . mtd dantsys bedosdorq od bivodg yout _ otidug 
arodmem voy .asem I -- mid entiqtoetb-tiee ot gntog ets 
jvo mid sast bas mid bavois mis iwwoy duq bas, 08 Ro Ney 
gud .yfbnex bas seta mid tsoud Das dufo cofvtes edd, od 
cvoy mott [esta Iitw ed .eatnetfo stom gatvseg vido. sod 
«iinet 
sofaatmmod sotfed eid sail daub SRERWATGS iM routs 
s mut o¢ zuaiton et odw xsord ro onxem ot tdgia.s asd 
tifsd Loeg 
awel edd sdgsfolv yoy tI .oM ¢¥QnaPa AM 
vinotup qu bexest od ot gatog sts voy axswigid iwwoto 
flortsq o¢ et ot dot saondw osmootiog istontvotl s yd 
ted tud -- wel ect sism ow -- wef ent oem t'macob of 
.Yrseasoen al Jt od a9tse wollot sedzo eld 
| (98 Ylags of eved efgosg 3' nod :HapMAlaa .AM 
; | olds sd od motaetmieg Jeg od yustete9ed Istontvorl odd 


.vbodemoe movl sYEHHMTEd .AM... .y 


,sonswantl to jnomiusqed oAT <VRITEE 2AM... 2.5 4 


edt oti moayvoa s Ii dsarlW :GTAMOGOAM .aM 
G8 to dtoe onoe. asw neal we snnionl ae drse 


| . at o ¥ ‘Lovs g ) 
a Pi 7 sity wes “* ha _— 


i. eo 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 527 


1| fringe operator, and he is obviously operating as a 

2| fringe operator -- his whole approach is "Give me 18 

3| months and I'll make a million and then you can go to 

4/ hell" kind of approach. Suppose you had an appeal in 

5| which this person could be brought before us, in which 
6| you are not leaving the responsibility for exercising 

7| a pretty arbitrary power with a Civil Servant. And if 
8| he is hurt by this and this Board says, "You are a 

9| fringe operator. You dbetetsty have been operating in 
10/ this way all the time and you intend to continue it. 

11| The licence is cancelled." 

of MR. SEDGWICK: There is a similar provision, 
13| Mr. MacDonald, in the Securities Act. Anyone licensed 
14/ as a broker or salesman would then be brought before the 
15] Securities Commission who has authority to invoke the 
16|| legal procedures and his licence either is cancelled or 
17| he reports from time to time -- voice inaudible -- 

18 MR, MACDONALD: I don't think a Civil Servant 
19| like Mr. Simone -~ to come back to his state of 

20/ frustration -- should be in a state of frustration. 

21/| He's got to deal with a fringe operator and he is 

22|| constantly having his life plagued by this fringe 

23| operator, there should be some mechanism of coming to 
24| grips with this person. 
25 THE CHAIRMAN: We will ask Mr. Simone to make 
26 some comments on that later but I don't think now is the 
27 time to do it. He's observing here today and he's 
28 taking some of these points down and he will elaborate 


29 on them later. I would like to ask Mr. Baillie: 
30 
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Have you observed any improvement in the mortgage field 
over the past two or three years? 

MR. BAILLIE: Yes. There are brokers who were 
involved in the hearing in 1960 who have been, since 
that time to all appearances and I am sure this is the 
case, who have conducted their business in a very proper 
and reasonable way. The public is certainly a little 
smarter than they were. I think there were several who 
were refused registration at the time which, in effect, 
was a huge improvement from the public's point of view, 
and from the mortgage brokers point of view. 

THE CHAIRMAN: Do you think the Department 
should be doing more than they are doing now to educate 
the public? 

MR, BAILLIE: The problem is, Mr. Chairman, 
that -- I had an interview, several interviews with 
Mr. Simone and Mr. Richards and Mr. Cass this past 
spring and there are something like, as I said in my 
submission, two to four complaints a month. Now, Mr. 
Simone states that perhaps there are two or three 
hundred complaints that could be made but people don 't 
know enough to complain. This could be, but I think 
over a period of time you would see some of these 
complaints coming up. There has been enough publicity 
at one time or another about the mortgage business. 
Many of the peop1é I run across who want to borrow 
money are pretty smart. They don't -- you have to be 
a whale of a salesman to put anything over on them, in 


my opinion. 
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MR. BUKATOR: Perhaps it's easy to put 
something over on them if they are desperate? 

MR. BAILLIE: Yes, sometimes when you get them 
over a barrel, that's the case. This fellow who is 
over a barrel, he may have tried the bank, the finance 
company, the Credit Union -- he can't get the money 
anywhere and if he doesn't pay he is going to lose his 
house. He may have tried several legitimate mortgage 
brokers or several mortgage brokers and they say, "Well, 
I'm sorry, you don't have enough security so we can't 
make the loan’. Have you tried the finance company or 
the Credit Union or so and so?" Then he may come into 
the office of a fellow who will make a loan which 
perhaps shouldn't be made in the first place. Number 
one, the follow can't afford it. Number two, he's 
got no security, or no real security other --the poor 
thing is hounded for the rest of his life, gets 
judgments, garnishee his pay and so on. They can make 
it pretty miserable for him, but this is -- people who 
are desperate can't offer too much in the way of 
security. Now perhaps Ley shouldn't have bought the 
house in the first place but they can't help that at 
this point. There were thousands of houses sold after 
the war, thousands and thousands, NHA houses with hidden 
seconds. Just thousands. I would say at one time 
there were about 80% of NHA houses were selling with 
hidden seconds. Central Mortgage and Housing had no 
knowledge of the thing. This is a few years ago. All 


these people now --those little mortgages for the 
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builders ran for about three years. 
MR. BAKATOR: Tell us a little more about that. 


How these second, morteaces could exist. 

MR. BAILLIE: Well, it was a loss to the 
builders as a general rule. The builder either had to 
be well enough off to hold the mortgage to maturity or 
he had to sell it at a discount and actually take less 
than the normal profit on the building. Or, in some 
ea he would boost the price a little of the house to 
compensate for the discount, but the situation doesn't 
any more because we've got NHA mortgages now which are 
quite large. There were these people, thousands and 
thousands of people the seconds came due in three 
years. They had no choice. They owed a couple of 
thousand dollars or fifteen hundred or twenty-five 
hundred -- they had to arrange money somewhere. A lot 
of them left it to the last minute -- they didn't 
bother -- they thought it ran longer -- maybe the real 
estate agent told them it would run until paid -- I 
don't know -- tell them anything. They were in a pretty 
bad spot, a lot of people. 

MR. BUKATOR: That is not the situation now? 

MR. BAILLIE: No. Not at all. NHA now lends 
up to darn near sixteen thousand dollars on a little 
four bedroom bungalow which is not really much need for 
a second mortgage. 

MR. BUKATOR: That condition still exists in 
some areas. A contractor will build a house on 
speculation. He will buy the lot -- business is not 


what it should be -- he will build two or three houses 
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and he will buy the lot with a small down payment. He 
will go out and complete the house and get good 

draws up as required to pay off some of the first 
mortgage to him. When he finds a purchaser ready and 
Willing to buy the house but he does not have that three 
or four thousand dollars so often the contractor will 
take a second mortgage and that condition still exists 
in some areas. Not necessarily in the NHA home but 

the thirteen, fourteen thousand into the eighteen, 
nineteen, twenty thousand dollar home. This happens quite 
a little bit yet. But I find no contractors that will 
take a second mortgage at 7% for three years and in 
ke instances have sold it for a lesser amount of money 
tocy get their cash out. Does that exist to your 
knowledge? Do you know anything about that? 

MR, BAILLIE: Not to any great degree, sir. 
The new houses -- well, it can happen, it does exist, 
but I don't think it's of -- 

MR. BUKATOR: It's not a hidden second mortgage. 
Everybody knows what they are getting into. It's the 
record of the contractor that can get the mortgage 
in the first instance. 

MR. BELANGER: There could be an instance 
where, as you mentioned at the beginning, Mr. Bukator, 
where the contractor or subdivider still owes on the 
lot but I suppose i I had two women who swear the 
homeowner bought and had to assume this because it was 
there. But in most cases they get a partial discharge 
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a particular lot or their lawyer checks up to make sure 
that the sraperey is properly cleared. 

MR. BUKATOR: Oh yes, the property is clear 
in a case like that. Naturally the property is clear, 
but someone has to assume that second mortgage. 

MR. BELANGER: The feeling you had in the very 
last paragraph of your brief, is that the feeling of your 
own company as well as the feeling of the Mortgage 
Brokers' Association? 

MR, BAILLIE: Well, Mr. Belanger, when I 
received the letter from the Committee I phoned Mrs. 
Dell and asked her if they were asking me as Dave 
Baillie, Mortgage Broker, or as Dave Baillie, President 
of the OMBA and they said that, "We didn't know that 
you were President", so this is our own company's 
feeling. This si citared by the members of the 
Association but it's our individual view. 

MR, MACDONALD: On the OMBA -- I think Mr. 
Greenaway made the paeeeation -~- if there were more 
regulations laid down by the government there might be 
a tendency on some of these fields, like the declaring 
of interest and things of that nature, that there might 
be then more willingness for people to become members 
of the Association. 

MR. BAILLIE: Well, I'm like you. I'm against 
too many regulations. If you can police yourself, this 
is the -- 
| MR. MACDONALD: But how can you police your- 


self when you've got 20% of your people in the 
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organization? You've got to face reality. 

MR. BALLIE: This is correct. 

MR, MACDONALD: At the moment you are helpless 
to police yourself. 

MR, BALLIE: Correct. We can police our own 
members only. Our members in various cities throughout 
Ontario, in Windsor, Port William, Ottawa, Cornwall, 
etc., are watching the papers. They send in ads which 
we send on to Mr. Simone from daily papers and we keep 
an eye on things but this is woefully inadequate, I'm 
afraid. 

MR. MACDONALD: Mr. Irwin made the comment 
that he was rather impressed that everybody who came 
in ~-- whether he was, if I may describe him, a fringe 
operator or a respectable operator, that he was in 
favour of full disclosure. 

MR. BAILLIE: Well, of course it is politic 
at a time like this to say such a thing. 

MR. MACDONALD: I was going to say this is 
a verbal facade I am certain in one or two instances 
that I needn't name. Their business would suffer 
seriously if there was full disclosure. Sitting in 
that chair obviously they can't say anything else. But 
if you had regulations for full disclosure in a 
meaningful way then, it would seem to me, this would be 
one regulation which would strengthen the hand and 
it might be more advisable and beneficial to get into 
the OMBA? 


MR. BAILLIE: Yes. We use Mr. Irwin's idea 
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on this more reasonable method of calculating. I don't 
think -- the average citizen is smart enough to know when 
he is getting taken if he's told that he's taken. Then 
why does he have to tell him what he's paying? They are 
not that stupid. I don't need any of them anyway if ther 
are any stupid ones around. 

MR. IRWIN: Mr. Chairman, I think that it's the 
person who is desperate who doesn't care what they are 
being charged,even being told. They just -- 

MR, BAILLIE: Well, the person who is 
desperate is just sort of closing the door after the 
horse is gone, I think. Sometimes people are allowed -- 
there are people who think it's a right that they 
should be able to buy a house instead of it's being 
essentially a privilege and everybody — to own 
their own home. This is a thing you hear all the time, 
whether they can afford it or not. And I think the 
people who can afford to own property and keep it up 
and maintain it and service its debts and so on don't 
get into trouble. The fellow who can't afford it 
shouldn't buy a house in the first place. But we're 
not worrying about that at the moment -- he's already 
in trouble. I don't really know what you can do for 
him really -- there's no -- at one time the Province 
used to give second mortgages, about 10 or 12 years 
ago when I first got into the business there were little 
seconds they would give which were very helpful, but 
very small. 


MR. IRWIN: That was just the point. I think 
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that probably no amount of protection or information 
or education or regulation or whatever will help the 
man who at the eleventh hour will recognize this 
because you have to tell him that he has to pay 35% 
effective rate of interest and he says, "Never mind 
that, let's have the mortgage". But for the vast 
majority of laymen borrowers I would certainly think 
disclosure and -- it's very encouraging that you 
suggest that as compared with two or three years ago 
the borrower is much better informed. At least part 
of the desired ends can be achieved by more and more 
education, more and more information about the existence 
of a second (voice inaudible) 

MR. BAILLIE: We also recommend that everyone 
else who lends money to the public, we should do it 
too, we are not worrying about what the other fellow 
does, but we think they should know, whoever borrows 
the money, what the cost is. We are prepared to do 
it and we are going to do it and I think at this point 
we would do it whether there were laws or not. 

THE CHAIRMAN: Mr. Baillie, we appreciate 
very much you appearing here before the Committee this 
morning and congratulate you on the quality of the brief 
you presented and I am sure that this will be very 
helpful to us. 

MR. BAILLIE: Thank you. 

THE CHAIRMAN: We now will hear from Mr. M. G. 
Singer who is a Barrister and also acting as a mortgage 


broker. Mr. Singer? 
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MR. SINGER: Mr. Chairman and members of the 
Committee, I will make myself available for any questions 
which you would like to ask. I am in a little different 
situation to Mr. Baillie. Mr. Baillie -- well, he pretty 
well echoes the sentiments which I have, but I am in 
the type of business where we are concerned with whether 
these people who borrow money are going to be able to 
pay back this money. Now, it has unfortunately been 
my experience that many mortgage brokers will phone me 
up and say I require a second mortgage on 32X street and 
they are not particularly concerned with whether the man 
can pay it back. Now, I feel that the problem here is 
overrated as far as the second mortgage -- in this 
business I shouldn't use the word unconscionable because 
there are no more unconscionable transactions apparently 
-- but this is not the problem. The problem is that 
borrowers are getting themselves into hock and they 
are getting themselves into hock without any possible 
thought about the future. It's not necessarily Mr. 
Baillie's fault or Mr. Greenaway's -- I mention 
reputable mortgage brokers who I know -- or Mr. Latimer, 
who are above reproach, all these people are above 
reproach -- it's not their fault that they want a hi-fi 
set that they can't possibly pay for. They are 
certainly stretching the limit of their salary to repay 
these loans. Now people may have some equity in their 
homes but they are not protecting it. It's going to 
go by the board because nobody in this day and age 


can get, is likely to get 100 cents out of every dollar. 
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And you can't make a dollar do three dollars’ worth 

of work. And I feel, although I suppose it is not 
within the province of this Committee to do this, that 
the only solution to this problem -- and I don't know 
how you would do this, or how anybody would ever do 

it, -- is that a man can only borrow a certain percentage 
of his income over the past five years. Not to be 
disclosed by the Department of National Revenue, or 
anything like that, ee that's all he can afford to 

pay and people don't do that. They borrow more, and 
more, and more and they get into deeper and deeper 

debt and this concerns me greatly. To see these 

people mortgaging their futures, mortgaging their 

kids' futures because they won't have money for 
education for their children and they ean just not 
thinking about this. I don't think that people who 
arrange second mortgages are particularly at fault. 

If anything their rates of interest and costs are lower 
than other forms of credit. Banks-- it's true that the 
bank in their term plan loan -- as you know they are 

in the consumer lending business and are going into 
commerce -- were in it before -- they are charging, 

I can't figure it out really, between nine and twelve 
and a half depending on the bank and depending on how 
you figure it out. But they are setting up a situation, 
because as you know banks are not allowed NHA mortgages 
which are always 6%, they can't lend on security 
mortgages -- they are setting up a situation where you 


get into something that looks pretty good because you 
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really think it's only 6% but usually they are only 
three years. And many many people because they get it 
at the bank the payments are very high because it's 
only three years -- then they have to go to some sort 
of a second mortgage, pay the fees that are involved 
there,because the payments are lower, Now Sieve is 
one other comment I would make. The situation has 
become much, muchymuch better in the mortgage field 
since the regulations that we have have caxheernest. 
Whether you know it or not, and I think you do now, 

you have a very good man in Simone. He is doing a job 
and trying to do a job. Now there are a few bad 

actors here, real bad actors. One was here yesterday. 

I never met the man personally, but I have heard about 
him. The question was asked, “How do we get him out 

of business?" Well, before Mr. Simone got in his 
position there were two other firms. You saw big ads 
in the paper -- "Let me be your friend” -- picture of 

a sweet old woman. Those people aren't in business 

any more. The bad actors -- ----------- and ---------- 
I don't know what their names were, they were very -- 

I won't say exotic but very interesting mames. They 
are not in business any more. They don't have licences. 
I don't know why these other people should be in 
business. I mean, basically the money market is one 
that fluctuates. When I first came into this business -- 
I graduated from Law School -- I knew that a mortgage 
Was something where you bought a house and you gave back 


a mortgage or assumed a mortgage. That man over there, 
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Mr. Greenawayy,explained this business to me. I found 
out that, at that time, all mortgages were a very good 
investment with very little risk with 12%. And they 
usually ran for a term of three years. Now without 
exaggeration, most of the mortgages that I have seen 
put through in the past year have been -- well, the 
three years went because competition drove it to five 
years. The five years is now a thing of the past, it 
became eight. About a year and a half ago they were 
almost all ten years. Most of the mortgages, and we 
handle Schuhgenshies are now fifteen years. Fifteen 
years for a second mortgage is a pretty good deal. 

A second mortgage at 12% is the maximum today, in my 
opinion, in the ones I've seen. It used to be the 
minimum. The situation, I think, is helping itself and 
remedying itself very fast. The problem is, unfortunate- 
ly, some mortgage brokers will not say no. If they 
phone me up and they say, "Look, this fellow just 

can't afford it. I've seen his house. He may have 
some equity, but he's got five children and he sabe 
can't afford it." He only -- I mean with no disrespect 
-- he may work for the City of Toromto or for Eaton's 
or firms that are not noted for their large salaries 
and lower capacities, the man simply can't service his 
loan. Well, some mortgage brokers -- some will agree, 
others say well get it somewhere else. So the man gets 
into hot water. Nobody has said no. It's too easy to 
borrow money in this Province. It's too easy. I've 


seen people come in -- and they may be lawyers -- all 


— |-edsaudrotay <8f meidorq oi 


Btoen asm snd 02 


| ia oq evil 


> — 
4 =7% 


om oF averted etdv bentesqxo.qwamensex® saat 
boos YIoV & Siew sogsytiom fis .smtt tsdd da ydedd doo 
RSI -cidtw Aata eftell yuev ddiw sasmtacovat — 


bavot I 


yedd bad 
duoddiw wo .atssy setdd to mitet ste? met vwisves 
neea evsi I -tsds asgsgiiom odd to veom .soktensnasxe 
edt .,ffisw -- noed evad is9y dasq ond at dgueidd sq 


evit o¢ dt svorb motiiveqmoo sausosd Jasw axssy setdd 


dt .tasq ond lo gaidd s wom et sissy svit.od?. .aragsy 


oisw ysis ogs Yisd s bis 1sey 8 tuodA teste omaood 


ow bas ,2egegtiom edt to daoM .ausey aod ifs deomis 


neoJili .exsey aesviit won sis ,elfdserebteanoo efbned 


895 boog yegtetg s al ogegtcom bacosa s 10? e1ssy 
ym nt .¥sbod sumixsm sit af Si Je sgandrom bnosea-A 


edd ed od beay tI .n9ea sv'I sono edd abo mobaiad 


bas Ifeast gniqisd at .Noatdd I .pnokdsytie ex?  .awatate 


Ja#st YTov Weaest anfiybomser 


yous TI .om yss gon [fiw exaxord sRagtrom emos . yt 


taut wolfst ekis- ood" 


.¥S8 Yous bas qv om srtondq 


34yod aid mesa svtt 


eved vem oH 3L Dtetts 3 aso 


Yiqate sd bas mexbfido svtt vox @'sn god .ytiups entoe 


tosqestalb on dttw asem I -- yfno 9H "ld? buotte thaso 
a'noved tot <o othoxcl to yttD st rot wtow ysm of ~~ 
esinsise sgisl visit sot boston tog ans dedd amet to 
eid sotvise ¢t'nso yiqmta asm sat .#ettiosqss tewol bas 


997s If tw smoe -~ atsxord sgsgdvom emoe .IfoW . aso 


cals sisdwomoe ti Jog [lew yea atendto 
ot yess oot e'sti 


“on bise sed ybodo .zetew tod ott 


~Vess cot a' tI 


“a 


-coniverd aidd mt scambeaahandeneall | 
a i. _ fig -- stsyel od yom yess bas -- eee 


a 


=~ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 540 


they want to know is the lowest possible payment. Maybe 
they will win a sweepstakes, maybe somebody will die 

and leave them money. It's not all the mortgage brokers! 
fault. A lot of it is the consumers' fault. A lot of 
it is an inherent policy of the civilization in which we 
live. Everybody has to have a hi-fi. Everybody has to 
have two cars. Everybody has to have a gardener. Well, 
they don't have to but unfortunately the banks 
advertise, "Is Your Car Too 01d?" They show pictures of 
motor boats -- you've seen them in the subway, I have. 
It's very easy. People get into problems. I don't know 
how this Committee is going to stop it. I don't believe 
this mortgage market, this mortgage situation, is a 
terrible situation. I agree that you give Mr. Simone 
some authority to get rid of a couple of bad eggs whose 
names keep coming up and you all know who they are. I 
don't think the situation is bad. I do feel that 

the Statement of Mortgage says at the end of five years 
or at the end of X number of years you will owe -- I 
believe a very important thing that should be printed 
probably even in a different colour on that Statement 

of Mortgage is "THIS MORTGAGE IS NOT PAID OFF WHEN THE 
MORTGAGE MATURES". Never mind what you will owe or this 
or that, this mortgage is paid off, so you know. We 
prefer -- people that I deal with -- prefer that they 
run to maturity. The way we do it there is usually 
never a balance owing but there are many firms -- people 
who only want to lend money for five years. Well, with 


five years the payment gets pretty high when you borrow 
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three or four thousand dollars. I don't have a rate 
book with me -- but if you spread it over twelve or 
fifteen years the payment is quite manageable. It's 
very, very important, in my opinion, that people know 
that it is paid off or it isn't paid off in no uncertain 
terms. 

MR. SEDGWICK: Well, that could be put right 
on the forms? 

MR. SINGER: Yes, in bright letters. I believe 
that -- I only met Mr. Simone here for the first time 
today, I had never met him personally although I have 
spoken to him many times over the telephone to get his 
opinion about what was the interpretation of a certain 
regulation or other problems -- and.I found him forth- 
right and straightforward. I phoned up perhaps to 
report a situation that I thought was poor and he 
seemed to know all about it and know what was going on. 
For some reason, somehow, his hands seem to be tied 
because there are people in this business who should 
not be in it but I think that they are tarnishing the 
whole situation. I don't believe, although I don't know 
whereof I speak -- TE: dowitt know every aspect of whereof 
I speak -- but I know of two mortgage brokers who I 
would go right down the line with -- they are as honest 
as the day is long and neither of them has seen fit to 
join their Association. So I don't know if the Associ- 
ation is the answery These men deliver what they 
advertise. There is no hidden charges -- there's no 


this or no that. Anybody has any questions they would 
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like to ask? 

MR. SEDGWICK: I was going to ask you one. 
Are you a member of the Mortgage Brokers! -- 

MR. SINGER: I am not. 

MR. SEDGWICK: Did you hear Mr. Baillie's 
brief? 

MR. SINGER: I did and I commend him on it. 

MR. SEDGWICK: You agree with it? I don't 
want you to go over it, but you agree with it? 

MR. SINGER: Yes, I do. 

MR. SEDGWICK: And as to the charges that you, 
as a mortgage broker make, you agree with what he says 
as to what is usual and proper on first mortgages -- 
about 5% maximum? That would be your practice? 

MR. SINGER: Well, I'm in the second mortgage 
business but I would imagine, knowing what I do, that 
that would be more than adequate, except in the case 
of a very, very, very small transaction where it 
wouldn't cover the -- 

MR. SEDGWICK: Yes, and in second mortgages, 
what is the usual brokerage fee in your experience? 

MR. SINGER: The usual brokerage fee varies 
between 5 and 10%. 

MR. SEDGWICK: Ten percent is the maximum? 

MR. SINGER: Is the maximum -- there was one 
man here yesterday who apparently charges considerably 
more. 

MR. SEDGWICK: And in the case of yourself, 


being both a lawyer and a mortgage broker, the degree 
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due legal expenses? 

MR. SINGER: Well, usually, sir, these 
mortgages are presented to me by a mortgage broker. 

MR. SEDGWICK: Oh, I see, 

MR. SINGER: And he has arranged -- usually 
they vary between, in our case, six or eight percent. 

MR. SEDGWICK: That would be his fee, the 
mortgage -- 

MR. SINGER: Of which we receive usually 
half. 

MR, SEDGWICK:. Oh, I see. And then you add 
to that the legal -- 

MR. SINGER: No, that's all absorbed. That's 
absorbed. Our Company pays us -- it's split up -- of 
our share, usually 14% unless in the case of a very 
small loan it's more, plus disbursements goes to one 
account and the rest goes to another account. 

MR, SEDGWICK: So that in concrete figures, 
and let's take a second mortgage of $5,000 because it's 
easy for my arithmetic. The total fee charged the 
borrow would be something between $300.00 and $400.00? 

MR. SINGER: That, in my opinion, it would be 
my experience, would include about everything. The 
highest it would ever be would be about $500.00. This 
includes everything, fees, disbursements -- everything. 

MR. SEDGWICK: And legal fees? 

MR. SINGER: And legal fees and everything. 

MR. SEDGWICK: Yes. And where you act as the 


lawyer I take it you would charge on the average 
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transaction something like the © fee, is that 
right? 

MR. SINGER: Well, we never, in my experiences, 
we never act as the lawyer for the mortgagor. 

MR. SEDGWICK: You don't. 

MR. SINGER: If he wants his own Solicitor he 
has his own. 

MR. SEDGWICK: For the mortgagee, the searching 
of the title, you would include all that in the -- 

MR, SINGER: There's always a wage in this 
composite brokerage fee. 

MR. SEDGWICK: I see. 

MR. SINGER: In other words, in the Statement 
of Mortgage it says inspection fee, ponus, if any, and 
appraisal fee, legal fees, disbursements, commission. 

I -- this is one of the occasions when I had to phone 

Mr. Simone -- it was my practice to instruct the broker 
with whom I dealt to put all inclusive, and this includes 
everything. He sent around a little circular thinking -- 
he felt it should be itemized. I felt that it was more 
important that thernman knew that he was signing a 
mortgage for three thousand Adina bp tae wasn't back 
receiving -- was going to get or had disbursed at his 
direction, twenty-eight hundred dollars. I felt that 

it was simpler just to say all inclusive. 

MR. SEDGWICK: This is the brokerage legal -- 

MR. SINGER: Legal fee, everything, every 
charge possible. 


MR. SEDGWICK: I take it that, Mr. Singer, 
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you are registered under the Mortgage Brokers' Act, are 
you? 

MR. SINGER: aitvais am. Rather than there 
be any confusion as to whether I should be or shouldn't 
be, I.am. 

MR. SEDGWICK: I was going to ask you about 
that. I was told that many lawyers are not. But it 
seems to me that the Act doesn't exempt lawyers. 

MR. SINGER: No, the regulations don't exempt 
lawyers. They exempt certain types of insurance 
companies, I think. 

MR. SEDGWICK: Yes, that is right. 

MR. SINGER: But they don't exempt lawyers. 
Well that -- each lawyer, that's his problem. I don't -- 

MR. SEDGWICK: Or the problem of the Registrar. 


MR. SINGER: The problem of the Registrar, 


yes. 

MR. SEDGWICK: That's all, thank you. 

MR, IRWIN: I had a couple of questions, Mr. 
Singer. You are a mortgage broker -- what are the 


mechanics of your operation acting in the capacity as 
a mortgage broker? You must find borrowers on the one 
side and lenders on the other. How do you line these 
two people up? 

MR. SINGER: Well, roughly, most of the 
business the lenders are no problem in my particular 
situation. They are all -- not all, but about 95% of 
them -- are members of my personal family so there is 
no problem -- or friends of the family whom I have 


known well enough to feel that they are relatives. That 
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is what ay practice consists of. Most of my business 
is -- some people may come to me directly. You may 
come to me directly for a loan, but most of it is 
presented by other mortgage hrokers who are actively 
engaged in the field of advertising and soliciting 
business. We try to give them a very good service 
because we are very fast. We are able to do it and 
are situated perhaps a little different to say Mr. 
Baillie in that when a loan is presented to us I, and 
I alone, make the decision. The ultimate lender who 
gives the money and gets the mortgage registered in 
his name, usually relies on my judgment because he may 
be a doctor or a dentist or a lawyer, another lawyer, 
or an accountant who has really very little -- doesn't 
see very many homes and says, "What do I know about it? 
If you feel it's reasonable well, go ahead," 

MR. IRWIN: Do you have -- take a figure 
trying to pin it down -- do you have actually, let's 
say on hand in a bank account or trust account, $100,000 
which is available to be loaned out or do you merely 
have a list of names of people who have the money, so 
when Mr. Baillie, for example, comes to you and says, 
"Tere is a situation" -- do you simply pick up the phone 
and call your -- 

MR, SINGER: There have been times when I 
have had substantial sums in the bank with people who 
are leaving town. For example this man may be going to 
Florida for a holiday, this one may go to Europe and 


they are prepared to leave it in a bank where he 
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receives the interest but I have -- you know, because 
banks pay interest unless it is a current account -- but 
I have the right to sign a cheque, draw cheques on 

that account and he acknowledges that to the bank. 
Generally speaking), :{tGsnar:phonescall,: but that's all 

it is. 

MR. IRWIN: One other question, I'm asking for 
an opinion on your part. You made the comment that 
probably the main problem in this whole area is to 
find some means of discouraging or even preventing 
the borrow from borrowing beyond his capacity to repay. 

MR, SINGER: Well, this is a serious 
problem, yes. 

MR. IRWIN: I wondered if -- you also mentioned 
that the extension of time for payment has gone from 
two to three to five to ten or twelve or fifteen years 
on second mortgage financing, I gather, and the third 
thing that you mentioned was that the Statement of 
Mortgage form should possibly require in bold type-- 

MR. SINGER: In a different colour. 

MR. IRWIN: This has not paid off. Would it 
not all be aimed, at least might in part be accomplished, 
by making it mandatory by legislation that all loans of 
this kind be totally amortized and be on an amortization 
basis and be totally amortized over the stated times, 
three, five,ten or what have you? Would this not in 
itself -- 

MR. SINGER: No, I'm afraid I would have to 


disagree with you, sir, because certain institutions 
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do not allow or will not grant a particularly easy 
prepayment privilege. In other words they may want 
their money working for a year. When I first went 
into this business second mortgages used to be open 
after one year upon payment of three months interest 
as a bonus. Then they were just open after one year. 
Now I don't know about others -- ours are all open 
on any payment date with no prepayment penalty. But 
certain other -- I don't believe under our system -- 
things must be done in such a way. I just think the 
man must be made aware of the fact. I don't think 
that they must be done. Certain people may say, "Fine, 
I don't want it to be prepaid. I know that I have 
ay affairs arranged and at the end of three years I 
will easily be able to repay it, or at the end of 
five years". Trust companies for example, insurance 
companies, certain lenders under NHA will not allow 
you to prepay.your money without a bonus. 

MR. SEDGWICK: They want their money at work -- 

MR. SINGER: They want their money at work 
because, you see, they are in fact paid interest on 
deposits, some of them have debentures and things that 
pay interest and they want that money at work. 

MR. IRWIN: This is from the lender's point 
of view. I was thinking more from the borrower's 
point of view. Part of the -- yourself and a number 
of other people seem to have indicated that people 
get themselves into a spot where they are interested 


only in the monthly payments and as a result they have 
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ended up by paying only the interest_at the end of the 


time they still owe the principal so they haven't got 
themselves very far. 

MR. SINGER: Right. 

MR. IRWIN: And if, speaking strictly from 
the borrower's point of view, they disciplined the 
borrower- = if it were required that a1l loans be on 
an amortization basis, then these monthly payments 
would be forced up and he would -- 

MR. SINGER: Or terms lengthened. 

MR, IRWIN: He would get out of trouble 
eventually -- he either -- 

MR, SINGER: I believe that would be the 
case, although to me it is a little bit of telling 
people what they must do and what they must not do, but 
I believe that, generally speaking, perhaps with 
certain refinements which I can't think of now, that 
would be the greatest good for the greatest number, yes. 

MR. BUKATOR: Mr. Singer, if I were to come 
into your office to borrow $3,000.00? 

MR. SINGER: Yes, go ahead. 

MR. BUKATOR: On a second mortgage for 
$3,000.00, or do you discount at that point? I am 
talking about wanting $3 , 000.00 to pay off my debts. 

MR, SINGER: If you wanted $3,000.00 -- you 
needed $3,000.00 then you would probably sign a 
mortgage for a larger amount which would include the 
fees, They would probably be $3,150 or something of 


that nature. 
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MR. BUKATOR: And the rate of interest I 
would have to pay for that second mortgage? 

MR. SINGER: Would vary between 9% and 12%. 
It is decidedly, of course, to your advantage not to 
have a bonus mortgage because when a bonus mortgage 
is paid off it has to be paid off -- you know what I 
mean by a bonus -- where the effective rate of interest 
is 7%, not effective, but face value or true rate of 
interest is higher but it shows 7% and if you paid 
that mortgage off in a year or two years or so, if 
the house wasn't assumed, you would end up paying a five 
year bonus in, say, one or two years, so it's to 
your advantage -- the bonus mortgages are almost a 
thing of the past as are the mortgages 
which was discussed prior to this. There's not very 
many mortgages being sold. Real estate is not sky- 
rocketing, it's going down. I would venture to say 
it's value since the high water mark in 1958 has 
dropped a full 10% if not more. I don't think there 
is a big business in selling mortgages today. It's 
lending, consumer lending. In my opinion most of 
the mortgages that are for sale in the market, which 
you may see advertised in the paper,are mortgages which 
were created for the purpose of sale. In other words 
a speculator bought a house for $3,000.00 cash or 
$6,000.00 cash, put on some pretty fancy mortgages 
and then sold them with a small down payment to someone 
who probably can't afford it anyway and this gets his 


money out by selling out mortgages. Well, those 
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mortgages are not true -- they are mortgages that 
were created for the purpose of sale. 

MR. SEDGWICK: Or the speculative builder 
who takes back a second mortgage, does that often 
happen now? 

MR. SINGER: Well, as far as builders are 
concerned, the number is decreasing -- they are falling 
by the wayside. It's a tough business, Anybody could 
have made a lot of money after the war being a builder 
but today you can't. It's rough. And with the low 
down payments that they are offering today there isn't 
really too much room for a second mortgage. There are 
some, but it's not -- I don't think it's a big factor 
in this business today -- buying second mortgages. 

MR. SEDGWICK: It was some years ago? 

MR, SINGER: Well, it was very appealing. 

As you know there is no capital gains tax in this 
country and certain people felt this was a capital 
gain. 

MR. REILLY: Mr. Chairman, did I understand 
Mr. Singer to say that most of his business is done 
with other mortgage brokers rather than directly to 
the client? Would this be one reason why you could 
have an all inclusive fee of 54? Because you don't 
have to advertise for clients, you are doing business 
with the mortgage broker direct? 

MR. SINGER: Oh no, you misunderstood me, sir. 
Most of the -- the fee is usually set by the mortgage 


broker. He decides on the fee and he may not deem it 
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advisable to pick up his phone and say that I require 
a mortgage -- he may decide to place it elsewhere or 
to place it with a client he knows directly and pocket 
the whole fee. 

MR. REILLY: So that most of the mortgage 
brokers with whom you deal can do it on an all inclusive 
fee of 5%? 

MR. SINGER: No -- I would say between 5 
and 8 percent surely. Five and eight percent. And 
this does not, when you can stretch it over a ten 
or fifteen year period, the cost to the borrower is 
very small if it goes to maturity. 

MR, MACDONALD: Mr. Singer, most of your 
views that you have expressed lead me to believe that 
you share pretty completely the objectives of the 
OMBA? Why are you not a member then? 

MR. SINGER: Well, first of all I am a 
Solicitor -- I don't know whether it would -- whether 
I should, as a Solicitor belong to it, although I 
suppose there would be no reason why I couldn't. I 
feel that the Association -- 

MR. MACDONALD: It might have been an watt ear 
question but I am curious to find out why -- 

MR, SINGER: I feel that it is not the answer. 

MR. MACDONALD: Well, if I am correct in me 
earlier general statement that one of two approaches 
are the answer, either by self regulation through some 
sort of a trade organization, if I can call it that, 


or alternatively, the government has. got to step in 
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and more and more regulate. I think you would agree 
that it would be better done on a self regulating 
basis. How are you going to get your self regulation 
if the mortgage brokers don't get in. I'm curious 

to find out why the OMBA -- 

MR, SINGER: Frankly, the thought never 
crossed my mind that I would have anything to do with 
it and you are asking me questions which I really don't 
have answers to at this time. I personally never 
felt with the people I dealt with that there was 
need of that form of self discipline. If it's for 
the good of the public I would probably do it. I 
believe that the situation is really -- I believe 
the situation is grossly exaggerated, tiat people 
just need to get rid of a few bad eggs and that's it. 
I don't believe that we need any strong regulations. 
I believe that -- 

MR. MACDONALD: In effect you are saying 
that if Mr. Simone had more strength to deal with the 
few bad actors you wouldn't need the OMBA? 

MR. SINGER: Well, every organization has 
a use -- it may have certain functions. I don't 
believe that it should be the regulatory guard. You 
know I believe that Mr. Simone should. Or with -- I 
don't believe any Civil Servant should have that much 
power, but I mean, as I said, there was two companies 
that I knew of, this Allegheny and I think one was 
called Packard or something like that. They are not 


in business today. They are not advertising -- well, 
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they are out of business. Put the bad actors out of 
business and they wondée-¢ I have never seen the 
Toronto Real Estate Board -- there are plenty of real 
estate brokers in my opinion or offers to purchase that 
have come into my office that have been presented by, 
drawn by, members of the Real Estate Board and I have 
never seen them. They have given the answer to 
everything -- this is probably a step in the right 
direction, 

MR. BELANGER: Mr. Chairman, I am quite 
interested in this gentleman saying that what he was 
concerned about is that people are not able to pay or 
carry on their payments. I want to ask you people, 
being in this business, whether you ever consider the 
attitude of the people going to you to borrow money 
and you know, when you hear all the facts and so forth 
what they have to pay and you hear that they had 
sickness or else that they had lost a father or 
something like that, do you ever advise them that 
perhaps the best thing for them to do is to get rid 
of their property? 

MR. SINGER: First thing. "Sell that house 
while you've got it." Usually I preface my remarks 
with a little bit of sarcasm -- not sarcasm but, "You 
probably won't take this advice” and I know they don't 
because very often I'm at the Registry Office and I 
see this name,and some of them are the type of names 
I remember, Joe Blow loaned to another company -- he 


has gone somewhere else. "Sell this house and get 
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yourself into some sort of an apartment". They drive 
out in Scarboro =-- I see them all the time, you know -- 
two bedrooms even if you are crowded for 85 a month, 
or something like that. Start over again, an NHA 
mortgage -- we know it's a small down payment. Sell it 
while you've got something. 

MR. BELANGER: (Voice inaudible) 

MR. SINGER: In some respects, yes. You see, 
most people obviously don't have the experience that 
I do, or someone else, because I'm in this business 
day in and day out. I mean, it’s been my experience 
that most people who come to borrow money, mortgage 
their homes to go into business. I always advise 
them against it because they usually are going in 
underfinanced. Now, I know you can point to certain 
people in this City who have gone in on a shoestring 
and have made -- well, they may perhaps be driving 
around in a Cadillac or something like that -- but 
they are few and far between. People don't realize 
that. Ususally if I see a man prepared to give up 
a good job, not a high paying job but he's got security 
and he's got a pension -- he wants to go into business 
and he's prepared to mortgage his house -- I advise 
him against it. Usually in his enthusiasm he won't 
have his ardor downed and he goes somewhere else. 
Ugually these are the people who go bankrupt because 
they are underfinanced and inexperienced. 

MR. BELANGER: (Voice inaudible) 


MR. SINGER: No. Any other questions; gentle- 


men? 
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THE CHAIRMAN: Well, we appreciate very 
much you coming here this morning, Mr. Singer, and 
your brief was very interesting and very valuable to 
the Committee. 

MR. SINGER: Thank you very much. 

THE CHAIRMAN: Gentlemen, that's -- is Mr. 
Latimer here this morning? 

SPEAKER: There was a mix-up. TI don't 
believe he --he thinks he's going to be here tomorrow. 

THE CHAIRMAN: Fine. Yes, that was the 
arrangement and it was partially our fault that he 
wasn't here today. Gentlemen, that's all. The 


meeting will adjourn until two o'clock. 
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---ON COMMENCING AT 2:00 P.M. 

THE CHAIRMAN: Gentlemen, the first person we 
will hear from this afternoon is Mr. A. Feldman of 
Residential & Commercial Investments Limited. Is Mr. 
Feldman here? Sit down Mr. Feldman. So far as I know 


you don't have any written brief for the Committee? 


No, I haven't. 

THE CHAIRMAN: Would you like to make a 
statement at the outset? 

MR. FELDMAN: No, I am here to answer questions. 

THE CHAIRMAN: All right. 

MR, SEDGWICK: Mr. Feldman, I only have a few. 
Your company is, I believe, Residential Finance Limited, 

is that right? 

MR. FELDMAN: Yes, that's correct. 

MR. SEDGWICK: How long has that company been 
in operation? 

MR. FELDMAN: Residential Finance has been in 
operation under our control for about two years... the 
company that was purchased ... the charter that was 
purchased, at least. 

MR. SEDGWICK: Had you been in the mortgage 
brokerage business or financing business prior? 

MR, FELDMAN: Yes. 

MR. SEDGWICK: Prior to Residential Finance 
Limited? 

MR. FELDMAN: Yes. 

MR. SEDGWICK: Under what name were you 


operating? 
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MR.FELDMAN: -We operated under Guelph Invest- 
ments -- out of Guelph and also under Barfried Enter- 
prises Limited. 

MR, SEDGWICK: Barfried Enterprises. 

MR. FELDMAN: Right. 

MR. SEDGWICK: Barfried, I believe, was the | 
Company that challenged the validity of the Unconscionable 
Transactions Act, is that right? 

MR. FELDMAN: That is right. 

MR. SEDGWICK: And is that Company no longer 
in operation? 

MR, FELDMAN: It is in operation although we 
are no longer advertising under that since they are 
moving our office to Toronto. 

MR, SEDGWICK: Do you, at the present time, 
have a Toronto office? 

MR, FELDMAN: Yes, we do. 

MR. SEDGWICK: And also a Guelph office? 

MR. FELDMAN: No. As of July lst we moved 
our complete operation to Toronto. 

MR. SEDGWICK: And you deal in both first and 
second mortgages? 

MR, FELDMAN: That's right. 

MR. SEDGWICK: Both first and second. Do you 
have any standard rates of first mortgages -- let's take 
first mortgages first? 

MR. FELDMAN: No, we are -- mortgage appli- 
cations are taken as I believe most other brokers are. 
We take a look at first the security and then we try and 


find the best outlook for the funds available for the 
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borrower. 

MR. SEDGWICK: I was going to ask you that. 
Where, ordinarily, do you get your funds? 

MR. FELDMAN: Primarily in our second mortgage 
loans are private funds. Our first mortgage loans can 
either be private or conventional. 

MR. SEDGWICK: By conventional do you mean 
that you apply to trust companies or.lending organizations 
of that kind? 

MR, FELDMAN: Right. 

MR. SEDGWICK: And about what is the rate of 
first mortgage money at this time? 

MR, FELDMAN; Well, Mr. Sedgwick, I think in. 
all fairness, to answer that question I would think that 
there is a lot of differences in first mortgages. 

MR. SEDGWICK: What would the range by on 
first mortgages? 

MR. FELDMAN: You are talking about. local city 
property, sir, or --? 

MR, SEDGWICK: Yes. 

MR, FELDMAN: Well, I would say that anywhere 
in the vicinity of 64 to 12% depending on the security 
in the equities. 

WR. SEDGWICK: I am looking at the record made-- 
in the record of the Residential Finance Limited and I 
would like to read you a paragraph -- you say, "Our 
eee oan accept any mortgage where there is equity 
and the proper rate of interest charged. Our interest 


is simple interest calculated semi-annually, not. in 
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advance. Basically we can accept first mortgages up to. 
70% of the valuation." Would that be a fair statement? 

MR, FELDMAN: Yes. 

MR. SEDGWICK: And is that about the practice 
of the larger lending companies at this time -- up to 
65 or 70%? 

MR. FELDMAN: Yes, I believe that is true, 

MR. SEDGWICK: And you go on to say, "Example-- 
house valued at $10,000.00, we will accept up to $7,000.00 
depending on credit report, etc." but naturally you.can 
go to $5,000.00 -- it would be easier to accept. Then 
the letter continues, “Our rates on first mortgages are 
from 12 to 15% simple interest, depending on the element. 
of risk. Our mortgages are five year term with either 
five or ten year amortization depending on the payments, 
open after one year without notice or bonus. We would 
like to average 14 if possible” -- that means 14%. Is. 
that a fair statement of your policy with respect to 
first mortgages? 

MR. FELDMAN: Well, Mr. Sedgwick, -- 

MR, SEDGWICK: Look at it this way -- is it 
your statement? 

MR. FELDMAN: It could be my statement. What 
I was going to ask way, I would like to know who the 
letter was sent to as to the area. 

MR, SEDGWICK: You may look at it. It's a 
circular letter and it commences, "This is to confirm 
our meeting of blank, to explain how we write mortgages 


and purchase existing mortgages or agreements for sale." 
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It's a mimeographed letter -- a mimeographed form. Do 
you recall it? 

MR. FELDMAN: No, I don't. 

MR. SEDGWICK: Would you like to look at it? 


MR, FELDMAN: I would like to look at it. My 


question was that it all depends on which area -- some of 
these letters were sent to rural areas such as Owen Sound 
or Sudbury -- outlying areas of Sudbury. I would not 

say that this would be our type of letter to be sent to 
newspapers or a local buyer in a metropolitan area, 

MR. SEDGWICK: Do you have any similar letter 
to brokers in the metropolitan area? 

MR. FELDMAN: Well, most of the brokers in 
metropolitan areas are first covered by our men in direct 
contact. 

MR. SEDGWICK: Do you do a great deal of this 
on the south side of Guelph and the Toronto metropolitan 
area? 

MR. FELDMAN: Yes, we do. 

MR. SEDGWICK: . .About. what percent of your 
business? 

MR, FELDMAN: Over 90% 

MR. SEDGWICK: Is done outside of Toronto, 
is that right, is that right? Outside of Toronto and 
Guelph? 

MR. FELDMAN: Yes. 

MR. SEDGWICK: And taking Sudbury, because it 
is your example, would about 12 to 15% on first mortgages 
be about the rule of proper rate in Sudbury? 


MR. FELDMAN: In the outlying areas of Sudbury 
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it's feasible. 

MR. SEDGWICK: You don't say anything about 
outlying areas -- then let me go on. Do you do a large 
business in second mortgages? 

MR. FELDMAN: Yes. 

MR. SEDGWICK: Roughly and percentagewise, 
what proportion of your business would be in second. 
mortgages as compared to first mortgages? 60-40, 70-30? 

MR, FELDMAN: I am, of course, guessing at 
this stage. I would think probably a 60-40 split would 
be -- 

MR, SEDGWICK: Then this document proceeds, 
"Second mortgages can be accepted up to 85% of the 
valuation. Example, house valued at $10,000.00,first 
mortgage $5,000.00, we will accept up to $3,500.00 
second mortgages, also depending on credit report, etc. "-- 
but naturally a mortgage at $2,500.00 would be easier to 
accept. Then the letter continues, "Our rates on second 
mortgages are from 15 to 18% depending on the risk 
involved. Again the same five year loan with either a 
five or ten year amortization open after one year 
without notice or bonus. We would like to average 16% 
where possible." Is that your aim to get about 16% 
average on second mortgages? 

MR. FELDMAN: I would say again depending on 
the area. 

MR. SEDGWICK: Then you go on to say, and this 
I assume is dependeht on the area, "We charge 10% 


brokerage fees on residential properties and 5% on 
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commercial properties over $20,000.00. Under that 
amount, a charge of 10%. Legal fees up to $9,000.00 is 
$25.00, over that legal fees of 1% of the face amount of 
the mortgage, although we lay down the above rates, we 
can be flexible." Is that a fair statement of your 
policy? 

MR. FELDMAN: Yes, I believe so. 

MR. SEDGWICK: So that on a $5,000.00 
residential property you would charge ordinarily 10%, 
is that correct? 

MR. FELDMAN: Yes, we would charge 10%, Mr. 
Sedgwick, depending again on the availability of 
obtaining the funds for the particular borrower. 

MR. SEDGWICK: You might charge more? 

MR. FELDMAN: No, we wouldn't charge more, we 
may charge less. 

MR. SEDGWICK: Would you charge the 10% on 
either first or second mortgages? 


MR. FELDMAN: Again depending on the particular 


MR. SEDGWICK: I observe there is nothing in 
your letter about being dependent on -- you say you 
charge 10% -- then you go on to say you can be flexible. 
Do you sometimes charge under 10%? 

MR, FELDMAN: Many times. 

MR. SEDGWICK: What do you charge as a minimum? 

MR, FELDMAN: As a minimum? 14%. 

MR. SEDGWICK: Those would be cases, I suppose, 


where you shop the mortgage to a lending institution, 
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is that right? 

MR. FELDMAN: -When we are writing the 
application, we feel that it is .a mortgage for a lending 
institution, yes. 

MR, SEDGWICK: Then you get 1% from the 
borrower? 

MR, FELDMAN: Right. 

MR. SEDGWICK: Do you also get 1% from the 
Lender, in some cases? 

MR, FELDMAN: In some cases, yes. 

MR. SEDGWICK: So that in some cases where 
you charge 1%, you get 1% from the borrower and 1% from 
the lender, is that right? 

MR. FELDMAN: Yes. 

MR. SEDGWICK: So that you would get 24? And 
that would be on prime securities? 

MR. FELDMAN: Right. 

MR. SEDGWICK: So that your rate is worked up 
from that? 

MR, FELDMAN: That's right. 

MR. SEDGWICK: Then the letter goes on, I might 
as well read it all. It is obvious it is a letter to 
people who want to encourage the arrangements. "I have 
filled out Statement of Mortgage forms so that you may 
have a working example. The application and the work-up 
sheet are self-explanatory. I will request that when you 
write the deal you secure as much information as possible-- 
bank, fire insurance being of particular importance, 
along with the deed of mortgage and copies thereof. I 


would further request you give us such details as the 
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condition of your property, location etc., if it is 
available. All of the above will assist us in 

accepting the deal in the shortest possible time. It 

is necessary when sending a deal in that we receive 

two copies of the work-up sheet, three of the application 
and three of the Statement of Mortgage. The customer 
must also receive a copy of any form that he signs and 
two pages of the copy when possible plus a written credit 
report from the Credit Bureau. We will also require 

on a separate sheet of your stationery a tabulation of 
the property re the value of the property for resale." 
And then this, "We will, at the completion of the mortgage 
send you a cheque for your commission which will be in 
ee of 40% of the total charged on residential 
properties as 30% of that on commercial properties." 

Do I take it from that whatever you commission 
would be, you would split it with your subagent in that 
section, is that correct? 

MR. FELDMAN: That's right sir. 

MR. SEDGWICK: That is, if your commission 
is $100.00 on a residential property, you give $40.00 to 
the subagent, and in the case of commercial property, 
of the $100.00 you would give 30%? 

MR. FELDMAN: Yes. 

MR. SEDGWICK: The next section reads, "Because 
it's favourable to you, remember to keep the customer's 
welfare in mind at all times, make sure you give their 
payments . We often accept mortgages 


on equity only, regardless of the customer's past 
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credit record and also we accept mortgages on slim 
equity and good credit reports, so send all applications 
to us to either accept or decline them. Also, if the 
customer wants the mortgage open after six months 
without notice or bonus, this can be arranged on fine 
deals." Mr. Feldman, taking a concrete example of a 
first mortgage of say $5,000.00, your charge would be 
10% -- would be $500.00, is that right? 

MR. FELDMAN: That's right, sir. 

MR. SEDGWICK: Then there would be $95.00 in 
legal fees, is that right? 

MR. FELDMAN: That's right. 

MR. SEDGWICK: Would there be any other fees 
or charges? 

MR. FELDMAN: None whatsoever, 

MR. SEDGWICK: And would that commission and 
legal fee be deducted at the top -- that is, the $5,000.0 
mortgage would be subject to a deduction of $595.00 in 
the example I gave? | 

MR, FELDMAN: That's right, sir. 

MR. SEDGWICK: And interest, of course, would 
be paid on the $5,000.00. Do you insure your mortgages? 

MR. FELDMAN: Life insurance? 

MR, SEDGWICK: Yes. 

MR. FELDMAN: No, we don't: 

MR. SEDGWICK: You don't. Neither first nor 


second? 


5 


« FELDMAN: None whatsoever. 
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» SEDGWICK: I am looking at one of your 
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---it reads, "Attention - have bi-monthly payments got 
you down? Do you need cash? Is your mortgage coming 
due? Are you tired of paying high interest (voice 
inaudible) -- Why don't you get a low cost, first or 
second home owner's mortgage loan?" Then it goes on, 
"Borrow $1500, you pay only $28.55 a month." You give 
examples now with a first mortgage -- "Borrow $2300, 
repay over five "years $15.83, repay 10 years $36.48 -- 
a month, I take it, -- then the balance at the end of 
the term nil." Taking that as an example, do you attempt 
to amortize all your mortgage loans over that term? 

MR. FELDMAN: We always work on monthly payments 
or an amortization plan. We may amortize anywhere from 
five to ten years with the mortgage coming due in five 
years, This is done mainly because it's a lot easier 
for our agents to calculate the balance owing at the end 
of a certain period of time. 

MR. SEDGWICK: Well then, in that case there is 
going to be a balance at the end of the five years, is 
that right? 

MR. FELDMAN: In some plans, sir. You said 
the balance owing at the end of five years nil, but 
that's a -- 

MR. SEDGWICK: What I am getting at is, some- 
thing has been said to this Committee about the evil of 
balloon payments at the end -- of the difficulty that 
the borrower has in meeting that balloon payment. Do 
you have mortgages of that kind? 


MR. FELDMAN: Yes, we do and we feel, as far 
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as our Company is concerned, providing the borrower knows 
exactly the balance owing at the end of a certain time, 
and also the Statement of Mortgage form is made out 
correctly, I don't feel there is any harm giving a 
borrower the type of payment that he requires because I 
think that it is only right to enable him to make the 
payments, if it's on a three or five or ten year basis. 

MR. SEDGWICK: What you do say in your 
advertisement -- "Why don't you get a low cost first 
or second home owner's mortgage loan?” -- would you 
describe a first mortgage at from 12 to 15% as being 
low cost? 

OM. FELDMAN: Yes, Mr. Sedgwick. We have a 
great number of to finance companies. 

MR. SEDGWICK: To what? 

MR. FELDMAN: To finance companies. To 
finance companies where they have taken first and 
second mortgages as security. As far as I am personally 
concerned I feel our costs, our payment plans, are 
certainly a big help to a borrower, 

MR. SEDGWICK: They are lower than some of 
the finance companies, is that it? 

MR. FELDMAN: Yes, but I have to add this at 
this time -- we are not competing with trust companies. 
If these borrowers were in a position to borrow from 
a life or trust company this wuld be our first suggestion 
to them when they come into the office. We are now 
talking about people who haven't got the equities of 


borrowing from these types of lending institutions. 
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MR. SEDGWICK: I see attached to the document 
that I was reading is a sample application - obviously 
a sample. And it reads, "Know all men by:these present 
that I, John Doe, hereby apply to Residential Finance 
Limited for a mortgage loan on the property at XX Street, 
valued at $10,000 and owned by me as (voice inaudible) 
second mortgage in the amount of ---- repayment $50.10 
a month, which includes principal and interest at 18% 
per/year for a term of five years. I am not speaking 
about the 18% because I know this is a sample, but do 
you in the form of application state to the borrower 
the percentage rate in that way? 

MR. FELDMAN: Oh, absolutely. 

MR. SEDGWICK: Always, that is you state the 
amount and you state the rate of interest -- as in 
the sample you state the rate is 18%? 


Absolutely. 

MR. SEDGWICK: And that is computed, I suppose, 
on the reducing Balance, is it? 

MR, FELDMAN: Half yearly. 

MR, SEDGWICK: That is all my questions. 

MR, IRWIN: Mr. Feldman, I have several 
questions. Your range of interest on first mortgages 
is about 15%? 

MR. FELDMAN: The range of first mortgages? 

MR. IRWIN: Is that what you said? 

MR. FELDMAN: No. Our range for first mort- 
gages is 64 up -- | 


MR, IRWIN: Up to what? 
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MR, FELDMAN: Well, I think in all fairness, 
when I made that statement, I have to say this -- as 
you and the Committee can certainly appreciate, there 
are some first mortgages that the investor, or an average 
investor, would not take regardless of any type of 
rate of return. So I think that we would have to base 
our rate of interest not strictly on first mortgages. 

I think a rate of interest on our loans should be based 
én all loans across the board because there are certainly 
some better second ins third mortgages -- much better 
security at least in second and third mortgages than 
there are in some first. 

MR. IRWIN: Yes, I was just seeking infor- 
mation. You might charge 63 on an absolutely A-1 
situation? You might charge up to what -- 12% on a 
poor one? 

MR. FELDMAN; No. In all fairness, we would 
even charge as high as 15 or 16% 0n -- 

MR. IRWIN: That's what I wanted to ascertain. 
Have you had a first class proposition of a type that 
might be attractive to, say,a conventional lending 
institution like an insurance company, your rate would 
be what? At the present time I am thinking of one of 
the insurance companies with which I am familiar -- they 
are charging 6 3/4 on prime situations. What would your 
rate be in that case? 

MR. FELDMAN: Whatever we could get the 
best rate and interest for the borrower, If we wrote 


an application,which happens in many instances,and we 
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tell the borrower we may be able to place it for 84%, 
-- we are using it as a for instance -- and they sign 
the application at 8%. Then our men go out into the 
field and we find that we can place that mortgage for 
7%. We never tell the lending institution the amount 
of interest that we have charged. We have told them 
the amount of money which we require and they come 
back to us with the situation. 

MR. IRWIN: I see. So that on prime situations 
your rate would be pretty much the market rate on those 
conventional institutions? 

MR, FELDMAN: That's right. And at some point, 
a very vague point I grant you, but at some point the 
type of situation ceases to be a prime situation and may 
become of a second class type and at that time you would 
be going up into the 10 and 12 and 15% so that would 
you say on the whole your business is dealing with 
those situations which are not prime situations, are less 
attractive to the conventional lender? 

MR, FELDMAN: Well, Mr. Irwin, I've got to 
CLrariry ends by saying this way, that it:is certainly 
more lucrative to our company or to any other broker to 
obtain a loan that isn't as easy to place because 
actually the commission is obtaining it is higher. The 
Same aS a real estate broker -- if he gets top dollar 
for a property which he has listed, knowing that he 
could probably get it for the purchaser cheaper, he is 
going to try for the top dollar because his commission 


is involved. Up until this present six months ago, we 
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started operating in the city of Toronto, our enquiries 
have certainly been for the secondary financing type of 
loan. And this of course has been because we've been in 
an area where we always operate in areas that have been 
fringe trust company areas and I would say, in answer 

to your question, that probably the majority of our 
business is based on the loan which is, which can't 

be secured by the borrower by rapping at a number of 
trust company doors in the city. 

MR. IRWIN: So that most of your loans are in 
that area and consequently in a higher rate of interest? 

MR. FELDMAN: That's right. 

MR. IRWIN: Then on comparing your rates with 
finance company rates, as Mr. Sedgwick read, that you 
are offering low cost financing, the use of the word 
low cost is relative to the situation. you are bailing 
him out of, for example? 

MR, FELDMAN: Yes, in truth, most of our 
mortgage loans are consolidation, where they are involved 
with one, two or three finance companies plus an amount 
of installment purchases. 

MR. IRWIN: Have you. ever formed any opinion 
as to, let's say your first mortgage, for something 
to talk about, was 12% -- you are offering 12% to the 
borrower. Have you ever made any comparison to show 
the borrower that he was paying, say, 20, 24% and now 
say 12%? 

MR. FELDMAN: Well, yes, I would certainly 


show that. As a broker under the Mortgage Brokers! Act 
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I think it is our duty as well that if a borrow needs 
for consolidation an X amount of dollars, and if part 
of that can be obtained at a lower rate of interest, 
and the balance of it on a secondary financing, I think 
it is our job,” or the job of a broker, to also point 
that out to the borrower. 

MR. IRWIN: So, low cost is relevant to what 
they are now paying. Another point is -- I think you 
said, or Mr. Sedgwick probably drew out -- that on a 
first mortgage you are willing to lend up to 65 or 70% 
of the equity? 

MR, ELDMAN: Right. 

MR, IRWIN: That wouldn't be any different 
than conventional institutions are now using?) 

MR. FELDMAN: That's right, sir. 

MR. IRWIN: The other point -- your brokerage 
fee is up to 10% on a first mortgage? 

MR. FELDMAN: No, on all loans. 

MR, IRWIN: On all loans. That is what I was 
trying to establish. So that you don't make any 
distinction as to the character charge on a first 
mortgage situation as opposed to a second mortgage 
situation per se? 

MR. FELDMAN: Not as per se. We do on the 
basis of the availability of placing it quickly or with 
some effort. 

MR. IRWIN: . There is no distinction because 
it's a first er because it's a second like 5% on a first 


and 10% on a second -- it's the situation itself that 
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govern it? 

MR. FELDMAN: Right. 

MR. BUKATOR: Mr. Feldman, you have heard, for 
instance, where a man had applied for a loan --- let's say 
$3,000.00 to consolidate his debts -- have you or your 
company ever attempted to put that man on solid footing 
by (voice inaudible) 

MR. FELDMAN: No, absolutely. 

MR, BUKATOR: You've never done that? 

MR, FELDMAN: Well, let me -- if I can elabor- 
ate a little I will say this -- we have never in the 
history of our company and myself purchased any account, 
but we have done, in a number of instances, although we 
doen't deal in chattels -- we never take chattels as 
prime security -- we have often, after receiving our 
credit information, find that the borrower has 
frequently borrowed over his head, we have often tied 
up his chattels until he got himself on a sure footing. 

MR. BUKATOR: What do you mean by tied up? 

MR, FELDMAN: Well, take it as collateral 
security to the line mortgage so that he wouldn't be 
in a position to go out and reborrow from a finance 
company and again get himself in hot water, ndt being 
able to make any payments. 

MR, BELANGER: I am interested in -~- apparently | 
the letter Mr. Sedgwick was reading was when you are 
getting agents outside of the -- outside of Toronto here, 
is that correct? 


MR. FELDMAN: That's right, sir. 
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MR. BELANGER: (Voice inaudible) 

MR, FELDMAN: Yes, we cover pretty well the 
Province of -- 

MR. BELANGER: How many do you have approxi- 
mately? 

MR, FELDMAN: Oh, I have no idea. Some are 
active and some are inactive. Some send us one mortgage 
application a year and some of them send us by the day. 

MR. BELANGER: (Voice inaudible) 

MR, FELDMAN: Well, Mr. Belanger, I think in 
reference to that letter, why I believe that letter has 
been written some time ago. I don't know the date. 

MR. SEDGWICK: It couldn't be very long 


because you didn't acquire residential until some time 


in 1962. 

MR, FELDMAN: '61 I believe it was. 

MR, SEDGWICK: Is that right? 

MR, FELDMAN: I think it was '61. 

MR. SEDGWICK: Well your file here indicates 
that you acquired it from in 1962, is 


that correct? It wasn't very long ago. 

MR. FELDMAN: Well, regardless of the letter, 
what I was going to say is that, naturally our interest 
rates, our operation of our company, fluctuates with 
the easement of money and back last summer, a year ago 
this summer, money was a little harder to get on 
secondary investments than they are as of today and 
these letters go to our agents periodically depending -- 


if we have a particular company that comes to us and 
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says that they have x amount of dollars that have to 

be invested within a certain length of time because they 
are not bringing in a return on their money -- if the 
amount is large enough we will immediately get our 

boys out in the field, our letters out in the field, 
suggesting that they write mortgages and submit them 

to us at any rate of interest because the investor 

is prepared to take a lesser amount. 

MR. BELANGER: Voice inaudible. 

MR. FELDMAN: No we don't. 

MR. BELANGER: Voice inaudible. 

MR. FELDMAN: No, I didn't. We charge 
anywhere from 1 to 10%. 

MR. PRICE: Mr. Riley? 

MR. REILLY: I was wondering, Mr. Chairman, 
how long the company has been operating, Residential 
Investments Limited? 

| MR. FELDMAN: Well, Residential Finance 
Limited -- I was under the impression it was late in 
1961 but Mr. Sedgwick states that it was in '62. 

MR. SEDGWICK: . Your application for regis- 
tration is -- 

MR. REILLY: : Are you the President of that? 

MR. FELDMAN: Of Residential Finance, yes, 

I am. 

MR. REILLY: Where does this other Residential 
and Commercial Investments Limited fit into, this? 

MR. FELDMAN: Well, when we moved from Guelph 


to Toronto we opened in Toronto in February lst of this 
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year -- we opened a company, we incorporated the company 
as Residential and Commercial Investments of Ontario 
Limited because we didn't know what the Toronto field 
was going to fulfill for us, and we wanted to tie it 

in as closely as possible. They are both three-two 
companies and they both have the powers of obtaining 
mortgages under the Companies Act. The Residential 
Finance Limited, now that we have moved our entire 
operation to Toronto, has taken over the Residential 
and Commercial -- 

MR. REILLY: It's a holding company, is it? 

MR, FELDMAN: Oh, no, it isn't. It's a 
company -- 

MR. REILLY: It's a separate entity? 

MR. FELDMAN: Separate entity. 

MR. REILLY: What's been your experience 
with foreclosures, have you had any? 

MR. FELDMAN: Yes, we have had a few, very, 
very minor -- as far as the volume of our business is 
concerned it's -- 

MR. REILLY: How many cases, or what percentage 
have resulted in foreclosure? 

MR. FELDMAN: Less than 1%. 

MR. REILLY: Less than 1%? Thanks. 

MR. BUKATOR: Mr. Chairman, this leads up to 
a question that I'd like to ask. You state that you 
charge a higher rate of interest in outlying areas such 
as Sudbury, is that what you said? 


MR, FELDMAN: No, I say the rates of interest 
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are higher in outlying areas around Sudbury. 

MR. BUKATOR: Around Sudbury. 

MR, FELDMAN: Not Sudbury as a city proper, I 
don't want to -- 

MR. BUKATOR: Do you have other areas similar 
to Sudbury? 

MR. FELDMAN: Oh;yes. 

MR, BUKATOR: Would you name some? 

MR, FELDMAN: Well, as I say, any outlying 
area -- there are a certain amount of metropolitan areas, 
cities themselves, -- as soon as you get away from the 
city proper -- in getting into areas such as Owen Sound, 
areas such as Kincarden, s Barrie. These 
are not areas that our investors would consider as 
metropolitan areas, 

MR. BUKATOR: Are they as sound an investment 
for your investors since you only have 1%? 

MR, FELDMAN: This I can't tell you because 
we can only base our rates on the availability of the 
money towards us. If this Committee sees fit to put 
a ceiling on interest rates a year today I can tell you 


much better because my investors would either take it 


at the interest that is available or they wouldn't take 


it. 

MR. BUKATOR: I was just wondering about the 
people who live in these outlying areas outside of, 
let's say, Sudbury and possibly Niagara Falls and Owen 
Sound and Kincarden -- these people are to be penalized 


by your company, although they are not bound to take 
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the money, I realize that, but they have to pay the 
larger rate of interest because they don't live in 
the centre of a metropolitan area and therefore you 
charge this higher rate; is that the way you -- 

MR, FELDMAN: If I may answer it this way. 

I don't think that they are to be penalized by our 
company because I can say this -- that a great number 
of trust companies located right here in the City of 
Toronto have 63 or 7% interest rate for Toronto and 
area and the same building, situated in the northern 
area is at least 14 or 2% higher. 

MR. BUKATOR: 14 and 2% over 6? But that 
still doesn't bring it up to 15% and I think maybe this 
Committee, Mr. Chairman, will be dealing with trust 
companies also when the turn for that comes so while 
we are dealing with you and your company and how you 
operate, that's why I wanted to ask you these questions. 
It aphears that your company will charge someone in an 
outlying area 15% and in the City of Toronto if the 
deal looks good he could get by with somewhere around 
63? 

MR. FELDMAN: Well -- 

MR. BUKATOR: Let's put it this way -- the 
percentage of your business in the outlying areas, 
percentagewise how does that apply in your company? 

MR. FELDMAN: Well, it's hard to say because 
-- done on an overall basis I would say this -- it's 
pretty difficult for me to say that a borrower living 


in an outlying area hasn't the same type of security as 
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a person living in a city area and he should be penalized 
x say no, he shouldn't be panalized but as I said before 
and I've got to say again, our rates depend on the 
availability of the money to us. TI have got to go into 
the trust company situation again and say, if the 
trust company money was available to us in these areas 
then it would make our private investors that much more 
free with the secondary funding to enable us to get 
the borrower a lesser rate of interest. 

MR. BUKATOR: Actually though, we are not 
talking about 10 or 12 or 15% on a first mortgage 
with the $500.00 that you charge for your fee or 
commission and $95.00 for the lawyer out of the $5,000.00 
first mortgage that you loan to the man who is the 
purchaser in this case, what does that figure up to 
in your books, percentagewise? Have you ever calculated 
that? 

MR. FELDMAN: No, I haven't. 

THE CHAIRMAN: Any further questions? 

MR. REILLY: Mr. Chairman, I was just going 
to ask Mr. Feldman, from the standpoint of a private | 
investor who places funds with him, do the funds 
remain in a pool at any time or does each investor 
receive a mortgage in the form of a certificate for 
investing his funds? 

MR. FELDMAN: No, we don't sell stock or 
certificates. All our mortgages are duly signed -- 
assigned, I'm sorry. 


MR. REILLY: So that you wouldn't give out 
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a 6, 7, 8, 10% to somebody to invest funds with you? 

MR. FELDMAN: No, none whatsoever. 

MR, IRWIN: I'd like to ask a question in 
the form of a hypothetical case eure would perhaps 
make it easier to pinpoint what I am asking. First, 
what are the chief sources of your funds? Are they 
people like me coming to you and saying, "My father 
left me $100,000.00, will you invest it for me?" 

MR. FELDMAN: Well, again, depending on the 
loans. The majority of our private funds are people 
like you, professional people, who want a return on 
their money. 

MR. IRWIN: So I go to you and say I've 
got money and will you find a place for it? 

MR. FELDMAN: Yes. 

MR. IRWIN: In referring to trust company 
funds, do trust companies come to you with the same 
proposition? 

MR, FELDMAN: We have naturally trust company 
mortgage departments asking us to submit mortgages 
to them at all times. 

MR. IRWIN: . You do. Well, that's number one. 
Now, do you -- if I came to you -- this is my hypotheti- 
cal case -- with $10,800.00 and I said, "Will you find 
me a place for this?" Don't be offended by whay I am 
saying -- I'm not trying to put words in your mouth but 
you can (voice inaudible). Would you, for instance, 
you might find a borrower and you --he can borrow, but 
you draw up a mortgage fbr $15,000.00. You've got a 


bonus of $3,000, which perhaps you keep or perhaps pass 
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on to me, that bring it down to 12 and then you take 
off your 10% brokerage and finally there is my 10,800.00, 
Do you do this? 

MR. FELDMAN: Absolutely not. Every one of 
our mortgages are sold, Mr. Irwin. The investor has 
a complete right to look at any of the Statement of 
Mortgage forms or the applications that we have in 
hand and at no time because you walk in with an x amount 
of dollars, do we manipulate the mortgage to suit the 
amount of money tnvetees -- that you have for investment. 
At any time, if anybody walks into our office we have 
a number of mortgages on hand for sale, mortgages that 
we have purchased ourselves or that are currently 
coming in to be accepted or declined and any investor 
Walking into our office would have the right to look 
at any of the mortgage documents, Statement of Mortgage 
form or the application, and that is what he would get. 
He would get an assignment or the mortgage proper. 

MR, IRWING:: An assignement of the mortgage -- 
MR, FELDMAN: Or the mortgage proper depending- 
“MR SOTRWINOK: If I were the one that walked 

in an said I've got $10,800.00, I would walk away 
eventually with a mortgage on somebody's property? 

MR. FELDMAN: That's right. You would have 
a complete listing of that before you would put up any 
money whatsoever, you would have all the information that 
we would have -- the valuation, the picture, the credit 
report, and then you would not pay our company, you 


would pay the Solicitor, either your Solicitor or our 
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Solicitor depending on if we had purchased the mortgage 
previous to you coming into the office. 


MR. IRWIN: How do you get your 10% then, to 
carry on with my illustration. Somebody undertakes 
to pay back the mortgage of $12,000.00, you take 12% 
brokerage and cover other costs -- legal costs and so 
on -- and the net $10,800.00 is paid to the borrower? 

MR. FELDMAN: That's right. 

MR. IRWIN: Now, in other words, I would have 
to come to you with $12,000.00, wouldn't I? Because 
you would deduct your $1,200 from that and pay out 
$10,800.00 to the borrower. 

MR. BELANGER: Are you a member of the 
Mortgage Brokers! Association? 

MR. FELDMAN: Yes, I am, since its inaugura- 
tion. 

THE CHAIRMAN: Further. questions? 

MR, BUKATOR: Yes. I think we asked the 
question of another mortgage broker: When a man 
applies, following up one of Mr. Irwin's thoughts, and 
I happen to be the person who wants that $10,500 that 
you have. I sign the necessary papers and through some 
consultation with my wife or members of my family I 
decide to withdraw after the papers were signed, were 
you ever known to take anybody into Court for this deed? 

MR. FELDMAN: None whatsoever. In.all fairness 
to our company as well as any other mortgage broker, it 
certainly is an expense, a great expense to obtain an 


application, and after the borrower, knowing exactly 
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what he is getting and has received a copy of the 
Statement of Mortgage form, he comes back to you and 
says he doesn't wish to go through with the application, 
if it has not been drawn'legally we certainly drop the 
matter and advise him that any time in the future that 
we can be of help to him to do so, no other costs are 
involved. If the lawyer has drawn the papers and the 
berrower and ve wife have executed the papers and the 
papers are registered against the property and the 
borrower refuses to take the. funds at that time, we 
have advised our Sodicitoers acting for us, that they 
should collect their fees and the discharge fee, to 
gaatninite the mortgage. At that time they can walk 
away from the situation. 

MR. BUKATOR: You have never held out for 
your commission that yeu were entitled to? 

MR. FELDMAN: At no time. 

MR. SEDGWICK: In that connection, Mr. 
Feldman, I am looking at your sample application and 
it has this paragraph, "We hereby further agree that if 
we are notified that our mortgage is accepted in 
accordance with the above terms and we do not accept 
same, or the mortgage cannot be completed because the 
existing encumberances are not in accordance with the 
figures represented, we shall pay all legal expenses 
incurred in connection with this mortgage plus the 
sum of $100.00 to Residential Finance Limited to cover 
the expenses in arranging the mortgage". Is that your 


practice? 
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MR. FELDMAN: That's the usual wording. Our 
practice is never to go after the $100.00. 

MR. SEDGWICK: Tisee. At least it's the 
practice that you tell your agents you intend to follow? 

MR. FELDMAN: That's right, 

THE CHAIRMAN: Unless there is some more 
questions that's.all then we have, Mr. Feldman, thank 
you very much. 

MR. FELDMAN: You're welcome. Thank you, 

THE CHAIRMAN: We now will hear from Mr. 

J. Newton of the Forest Hill Investment Corporation 
Limited. Mr. Newton? You don't have a prepared brief? 

MR. NEWTON: No, I doen't, sir. 

THE CHAIRMAN: Would you like to tell us 
something about your company? 

MR. NEWTON: I'11 answer all the questions 
put to me, sir. 

MR. SEDGWICK: Mr. Newton, I believe that 
your company is called Forest Hill Investment Corporation 
Limited; is that right? 

MR. NEWTON: Yes, sir. 

MR. SEDGWICK: Do you operate under any other 
name, other than that? 

MR. NEWION: In the mortgage field? 

MR. SEDGWICK: Yes? 

MR. NEWTON: No, sir. 

MR, SEDGWICK: Have you at any time operated | 
under any name other than Forest Hill Corporation 


Limited? I am looking at a raft of advertisements that 


wo oa Bl =, wy 


7 én OM 
ae ims ie. 1ONOT —— 
ya 4 OTH oo 


‘hh 
sgatbtew Isuay edd a'dsiT :WAMGITG AM ©” S it 


00,005 ant tests op of seven at “sottonsg 


oid att gasel 3A s:eeaiT + +HOTWOUHe .AM 2 Of 
twolfot ot bastal yoy atneys moy [Lot Way: Cans eoitdosig 
tagtt a'gedt <WAMQTSE |aM o oe SG 
etom smoa et stodd eastnU  ;WAMALIANO BHT ee 
Mnedd .asmbfed .«M .ovad ow aedd Ifs e'teds anotsasup | 
-Houm YIeV yoOY 
Soy AHasdtT .smoolew st'yoY :WAMGIAY .AM © © e164 
‘aM moti ased [itw won eW :MAMATAHO @NT 
notisiegroed saomtaovnl IffH gaer0% edd to modwet .% 
Tistad bersqetq s ever J'nob vOY Tnodwo .aM - /bedtimtd 
tf@ .d'nob I .of  :HOTWEH .AM 
ew [fet of exif voy blwoW :MAMAIAHOS HET 
Tyunsqmoo twoy tveds satditemoa. 
anottesup ed {fs rswans [f['I :WOTWHH .AM 
the .om oF Juq 
jsdt esvetied I .movws .xM <:SOTWDCRS . AM 
1olsetogtoeo dtemdeoval IfflH teerot beliso et yasqmon wey 
fidete ted¢ ak ~betimtd 
tte .@eY :WOTWau .AM 


tedvo Yas tebnv otstsgqo voy of :NOTWOCHE .fM 


Tiadd asad stedve . sms 
|  Thfekt sysaditom sat mI :AOTWaW VAM 
7 fasY :MOLWAGaa 2AM 


: * tia .of :WOTWHY jam “a! 


betsisqgo emts yas ts voy eveH :aoTWwOaTe iM sess 


: ° 
a) * ‘ 


| Mofdsiogiod I[ILH taesof asd? teride omen yns ‘to brut “ 


74 : 
7 


. 
” 7 7 


ay 


ANGUS, STONEHOUSE & CO. LTD. 86 
TORONTO, ONTARIO o 


1} on the 9th of July this year you sent to the Registrar 
2] of the Department of Insurance for approval and I 

3 see you say this: "If you own a home, even if it is 
4| not fully paid for, I will lend you $2,000.00 now and 
5] you will be surprised to find how easy it is to get 

6 cash. No endorsers or co-signers are required and 

7 your friends, neighbours, relatives or employer will 

8| not be contacted. Get the money now --(voice inaudible) 
9| How can we do all this? The reason is simple. Most 
10 ether lending agencies look for clients to take these 
11| mortgages. We advance our own funds. That's why we 


1 


12 can give you such a service." Do you recall that ad, 
13| Mr. Newton? 

14 MR, NEWION: Yes, sir. 

15 MR, SEDGWICK: Is that statement true as 

16 to the manners of your operations? 

17 MR. NEWION: Yes, we always advance our own 
18| funds, sir. 

19 MR. SEDGWICK: And then do you resell the 
20 mortgages that you take? 

21 MR. NEWTON: Or borrow against them. 

22 MR, SEDGWICK: Or borrow against them. TI see. 
23 And do you have any standard rates on first or second 
24 worteskee? 

25 MR, NEWTON: No, sir. 

26 MR. SEDGWICK: Then I assume the rate is 

27 dependent on the risk; is that right? 

28 NR. NEWTON: Of course. 


29 MR, SEDGWICK: Taking a first mortgage, do 
30 
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you have any range of rates to follow? I mean would it 
be 63! to -ememitin 

MR. NEWTON: ‘There is no rule of thumb 
actually. 

MR. SEDGWICK: I beg your pardon? 

MR. NEWION: There is no rule of thumb. 

MR. SEDGWICK: Don't you have some interest 
rate that would be related to the equity? For. instance 
if you had a $10,000.00 house and a $5,000.00 mortgage, 
wouldn't the rate there be about 7 or 73%? 

MR. NEWEON: Well, all things being equal 
we will send a client like this to a customer. 

MR, SEDQWICK: : Oh, you wouldn't take that 
kind of a mortgage? Why not? 

MR. NEWTON: We can't afford to charge them 
7%, it's unsound business. 

MR, SEDGWICK: If you send them to a trust 
company will you be paid a forwarding fee by the trust 
company? 

MR. NEWTON: . No. 

MR. SEDGWICK: You say no. 

MR. NEWTON: No. We don't call the trust 
company, we just say it's advisable for you to -- 

MR. SEDGWICK: Go to a trust company. I see. 
Then do you at times advance money on both first and 
second mortgages? 

MR. NEWTON: Yes, we do, and thirds as well. 

MR, SEDGWICK: And do you make a practice of 


charging what is called a bonus? 


“ates waned 7 evawe 


: gt bivow msom I Swellot o¢ asts2 to sntngewuintg: | a 
§ 7 ‘ 
anions OF: 490 od TS 


ee | 
ite duvdt to sfuy oa eat stent <:MOTWHM. 1AM. «+ «45 


r 
4 Vilsutos 
‘a fcebisq tuoy zed I :NOTWOCRS AM. ‘by we 


.duvdt to efgux om at oxedT <HOTWEU AM gene 
tessetnt smoa sved voy t' med 3ADIWOdHS ,AM 
gonetant sol fyttups edd oF bedselex ed bilvow Jads. ets2 
egsadrom 00,000.2¢ 8 bre saver 00,000,013 s bart voy Lt 
TRey sto YT tueds ed evedd odst ont o' abivow 
Isups united annitdt [{s .ffeW -+MOTWHH .fM 
wemotdens s oF aldy exif tnuetio s basa ifiw ew 


ded? exed d' abivew voy .fO .:MOIWDGHA .AM : let 


| 
Sion YAW - fesezesem s to Bato jer : 
ment smisdo od baottis t'nso sW sMOTWHU . AM él 
.eaenieud boyoeny s'ot ey lau : 
Jautd s ot modi brea voy II :NOIWSGSe . HM avi ; 


geuxd sod yd eet gnibrswret s breq ed wey ifiw yasames | 8! 


TyAsaqMos Qf 

-Of.. :MOTWHU . AM me Srey los | 

om Ysa yoY :HOIWOGHa .AM VES : 

> gauit odd ffs9 t'nob sW .o sKOTWHH . AM | s¢ 
: ~~ of yoy tot sldsatvbs a'st yaa gauh ew .Yasqmoo 


BE , .982 I .yasqmoo ¢auxt s otf oD :HOLWDGH2 .AM iva | 


aN 

2g 

bas taxrll dtod ne ysnom soasvbs somtd ts woy ob nasxAT les 
fasgsyviom broosa as 

ve 


.{few as abttdd bas .ob ow .eeY :MOTWEM , AM roelbssqeb 


to sottosiq s exsm yoy ob Bad: 


fasnod s beff{so at ate gatas 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 588 


MR. NEWTON: At times, yes. 

MR. SEDGWICK: How is the bonus arrived at? 

MR. NEWTON: Well, I look at the property and 
I can pretty well tell what the -- what my client will 
want in return for his money. 

MR, SEDGWICK: I see. Well then, when you 
charge a bonus, of course, that falsifies the interest 
rate as shown on the mortgage. Do you tell the borrower 
what the effective or true interest rate is? 

MR. NEWION: Oh, yes. By all means. 

MR. SEDGWICK: Yes. And how do you manage 
to compute it? We've heard that it is not easy to 
compute. | 

MR. NEWTON: Well, I do it this way. Say a 
man -- just a hypothetical case -- a man borrows 
$2,000.00 and we charge him a $900.00 bonus say -- that 
would be over three years to make it easy -- that would 
be $300.00 a year on $2,000.00 that I have invested. 

MR. SEDGWICK: So the mortgage will be 
$2,900.00; is that right? 

MR. NEWTON: That's right. 

MR, SEDGWICK: For him to get $2,000.00? 

MR. NEWTON: That's right. We add that yield 
to the 7% to get his interest for the first year. 

MR. SEDGWICK: Voice inaudible. 

MR. NEWTON: Just 15% per year on the bonus 
plus 7% would be 22% in this particular case. 

MR. SEDGWICK: That would be the figure that 


you would disclose to the borrower? 224? 
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MR. NEWTON: That's right. 

MR, SEDGWICK: Let me use some specific 
examples, Mr. Newton? 

MR. NEWTON: Certainly. 

MR. SEDGWICK: Do you remember a mortgage 
from a Mrs. Isabelle Wouk at 20 Montague Place? 

MR. NEWTON: Very well. 

MR. SEDGWICK: Yes. And do you remember what 
the amount of that mortgage was? 

MR. NEWTON: Yes. I thought it was $10,800. 

MR, SEDGWICK: Yes. It was said to me that 
when Mrs. Wouk consulted you she owed two mortgages 
totalling with taxes $1,025.00 and that you arranged 
a new first mortgage for $10,800.00 less a bonus of 
$2,800.00 so that you advanced $8,025.00; is that 
right? 

MR. NEWTON: Yes. 

MR. SEDGWICK: And what was the rate of 
interest on that first mortgage? 

MR. NEWTON: 7%. 

MR. SEDGWICK: 7%. And then you arranged on 
the same property a second mortgage of $3,000.00 on 
which you charged a bonus of $1,000.00 and advanced 
$2,000.00; is that right? 

MR. NEWTON: That's right. 

MR. SEDGWICK: So that she got $10,025, the 
amount of her existing mortgages but instead of having 
mortgages for $10,025 she had mortgages for $13,800.00; 


is that right? 
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MR. NEWTON: Probably so. 

MR, SEDGWICK: And added to the first mortgage 
of $10,800.00 was that bonus of $2,200 based on the 
risk involved? 

MR. NEWTON: Most definitely, sir. 

MR. SEDGWICK: Yes. And did you value the 
property? 

MR. NEWTON: Yes. 

MR, SEDGWICK: What did you value it at? 

MR. NEWION: Well, this address is -- 

MR. SEDGWICK: 20 Montague Street. 

MR. NEWTON:Montague Place, It's a lane, 
actually. 


MR. SEDGWICK: Place. Montague Place. 


z 


NEWTON: What did I value the property 
at? 

MR. SEDGWICK: Yes. 

MR. NEWTON: $9,500.00. 

MR. SEDGWICK: Do you consider the Chartered 
Trust Company to be competent valuers of real estate? 

MR. NEWTON: Yes... 

MR. SEDGWICK: Looking at the valuation that 
they made, as of November, 1960, they valued this at 
$18,000.00 on that date. 

MR. NEWTON: On that date? Difficult to 
believe, sir. 

MR. SEDGWICK: Would you like to look at it? 

MR. NEWTON: I believe you, sir. 

MR. SEDGWICK: It's a written, signed, valua- 


tion, and they valued it at $18,000.00 so that at 
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$18,000.00, if their valuation is correct, it would 
have been prime first mortgage value for about ten, 
wouldn't it? 

MR. NEWION: Well, I certainly had to give 
a big discount on that first to get rid of it. 

MR. SEDGWICK: Did you? 

MR. NEWTON: I most certainly did. 

MR. SEDGWICK: How much did you get for the 
first? 

MR. NEWTON: I think I gave somebody about 
a $1,200.00 discount, if I am not mistaken,at the time. 
This was back in 1960. 

MR. SEDGWICK: .By that you mean you sold it 
for how much money? 

MR. NEWION: It was $10,800 -- it was 92 or 
94 hundred, 

MR. SEDGWICK: The first mortgage was $10,800 
but you only advanced $8,000.00. How much did you sell it 


for? 


MR. NEWION: I think I sold it for about 


$9,200. 

MR. SEDGWICK: You sold it for $9,200 so that 
you made a profit of $1,200.00 on the mortgage? 

MR. NEWTON: Just legal fees, etc. 

MR. SEDGWICK: Legal fees would be about how 
much? 

MR. NEWTON: Well, in and out, about $135.00. 

MR. SEDGWICK: I see. Then as to the second 
mortgage where you advanced $2,000.00 but got a 


mortgage for $3,000.00, did you sell that? 
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MR. NEWTON: Yes. 

MR. SEDGWICK: How much did you get for that? 

MR. NEWION: It was about $2,400 or $2,500, 
I'm not certain. 

MR. SEDGWICK: I see. Then I believe some 
complaint was made about this transaction and you made 
a refund, did you not, of some amount to the borrower? 

MR. NEWTON: Yes. 

MR. SEDGWICK: How much? 

MR. NEWION: $1,000.00. 

MR. SEDGWICK: $1,000.00. Taking the first 
mortgage of $10,800, you're taking the second mortgage 
of -- with a face of $3,000 and $2,000 less by you 
at 7% for three years, what do you say would be the 
effective interest rate on that one? 

MR. NEWTON: 1634. 

MR, SEDGWICK: It was said to me that it 
was 43.8%. 

MR. NEWTON: Who said that? 

MR. SEDGWICK: That is the figure that I 
get using what is called the mt eréat rate method of 
figuring out the true interest. What were the payments 
on the mortgage? 

MR. NEWION: $35.00 a month. 

MR. SEDGWICK: $35.00 a month. So that there 
was a reducing balance. In considering the 16% are 
you paying any attention to reducing balance. If you 
did pay attention to reducing balance the true rate of 


interest would be much greater, wouldn't it? 
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MR. NEWION: It would be less because he is 
only paying on a- reducing balance calculated half- 
yearly. So he is only paying on what he owes after the 
principal comes down. 

MR. SEDGWICK: Tell me, because there is so 
great a difference between 16 and 43 -- how do you 
estimate it is 16%? 

MR, NEWTON: She is paying $1,000 on her 
bonus over three years, which is $333.00 a year on an 
investment of $2,000.00. 

MR. SEDGWICK: All right. And then she is 
paying interest on $3,000 where she only gets $2,000? 
Isn't she? 

MR. NEWTON: Yes. 

MR. SEDGWICK: Have you considered that? 

MR. NEWTON: No, that's right. So that's 24%, 
I'm sorry. 24%. 

MR. SEDGWICK: How many? 

MR, NEWTON: 24. 

MR. SEDGWICK: 24, and not 16. I see. 

Then you remember a transaction with a Mr. and Mrs. 
Pathick. 

MR. NEWTON: Patchet? 

MR. SEDGWICK: Pathick. P-a-t-h-i-c-k, who 
owned a house, 213 Crawford Street. Remember that? 

MR. NEWTON: Yes I do. 

MR, SEDGWICK: That house I believe, when 
they consulted you, was clear of mortgage, is that 


right? 
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MR, NEWTON: Yes, that is correct. 

MR. SEDGWICK: Yes. And you got a mortgage 
for$2,880.00? 

MR. NEWTON: Yes. 

MR, SEDGWICK: First mortgage? 

MR. NEWION: Yes. 

MR. SEDGWICK: You advanced $2,000.00? 

MR. NEWTON: Yes. 

MR. SEDGWICK: Charged an $880.00 bonus; 
is that correct? 

MR. NEWTON: That is correct, sir. 

MR. SEDGWICK: And the interest rate there 
was 73% for five years? 

MR. NEWTON: That is correct, sir. 

MR. SEDGWICK: It is said to me that the 
true interest rate there would have been 28.5%; what 
de you say was the true interest rate? This was a 
first mortgage, by the way. 

MR. NEWION: 2880 - that was five years, 
wasn't it? 

MR, SEDGWICK: Five years and it was a first 
mortgage. 

MR. NEWTON: 9% by way of bonus and 73% by 
way of interest. 164%, sir. 

MR. SEDGWICK: All right. Again you are not 
including your interest on the amount of the mortgage, 
which is 2880; isn't that right? 

MR. NEWTON: That's correct. But the yield to 


me would be about 163%. 
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MR. SEDGWICK: What do you mean the yield to 
you? 

MR. NEWTON: On my investment of $2,000.00. 

MR. SEDGWICK: That was a first mortgage? 

MR. NEWTON: That was a first mortgage. 
However, in this particular case we had a cloud on the 
title and we went through with it and I guaranteed it 
te the purchaser. 

MR, SEDGWICK: What was the cloud? 

MR. NEWTON: I don't recall but I have it in 
my file and also an agreement to the purchaser that 
if anything happened I would clear it up, make good, 

MR. SEDGWICK: The mortgage was paid off? 

MR. NEWTON: Yes. Subsequently. 

MR. SEDGWICK: About a year and a half later? 

MR, NEWTON: Yes. 

MR. SEDGWICK: So that the cloud on the title 
didn't constitute -- 

MR. NEWION: No, of course not, but when I 
advanced the funds the title was cloudy. 

MR, SEDGWICK: Who was the Solicitor? 

MR. NEWTON: Spring and Greenbaum. 

MR, SEDGWICK: Who knew there was a cloud on 
the title. 

MR. NEWTON: Spring and Greenbaum. Mr. Spring 
at the time. 

MR. SEDGWICK: You don't know anything about 
the nature of the cloud on the titie? 


MR. NEWTON: No, I don't, but there definitely 


100 


ba oines oF fa: + = 
ia —s 


; | "ve 


a “e piety edd asem voy ob dsiW - -xOrWoaR2 a 
.00,000,Sé to taomteovat ya m0 :MOTWHM LAM 6 


4 fonsudtom dertt s asw tensT :XOIWD@ES JAM 
ui oxsatiom tarti s gaw dsdT /vOTWwaM AM . 
a edt no byofo s bad ew saso tsivotétsq atdd mt ,tevewel 
‘a dt bostasrsvg I brs ci détw davoiwdd dnew ew bas eftid Pr 
7 | -tesestorug odd ot 
| fovofo sdt esw tsdW <:ROLWHIES .AM 
i ot tt oved I tud f[fso0ex t' nob I 2 HOTWEM AM wid at 
4 tsit tseasdowgd sid oc tremestgs as Gals bas eff? ym 
| .boog ollem .qu df isefo bluow I bemegqsd gatddyas tt 
e ftto bisgq ssw ezsgdvrom sat sAOTWOCEa LAM 


_ ,¥ISseupsadyva .3a9¥ :MOSWEH . AM 
; Stetel tied 5s bis tsev s twodA :3OIWaGHa . AM 
vi .eoY sMOTWHM .AM 
| efttd edt mo byelo edd tedd 06 :MOLWRUMe JAM oy. ‘Op 
-~ studgtdenoo J'mbib 
‘i I asdw dud .ton saqvoo to .o sHOTWHH AM 


-Vbvelo asw efdtsd edd abst ond boonsvbs 


4 Srodtotio® edt sew od¥ ssOTWOGHS AM 

pa ~msdnosiw bas gntaqa :MOTWHM .AM cs 
mi me buefo s esw stedd went oAW s3OTWRORe AM ANS 
* | 

4 + @LILF ods an 
| gabe iM .mwedaeoD bas gettiq® 2 NORWEK . AM es 
‘| : vomtt edd ag | 8 


tuods gnidiyas wom! ¢'aob woY seOTWOaTE 


— 
a 


Seistd edd mo byofo edd tenants md 
| vlog. iteb eredd As ity I .oM «3% 


a 


i 


fe, 
_ freee 


_ 


P - 
» 


ANGUS, STONEHOUSE & CO. LTD. 596 
TORONTO, ONTARIO 


was a cloud on the title. 

MR, SEDGWICK: In that case I believe you did, 
after a complaint was made, make a refund of $780.00? 

MR, NEWTON: That's correct. 

MR. SEDGWICK: The bonus less $100.00. Then 
do you remember a Mr. Richard Croud? 

MR. NEWTON: What is the address? 

MR. SEDGWICK: I'm sorry I don't. know the 
address on that one. Let me take a different one. Do 
you remember a Mr. who had a home at 47 
Jones Avenue. 

MR. NEWTON: Yes, I do. 

MR. SEDGWICK: And I understand that when he 
consulted you there were two mortgages, a first mortgage 
of $1,600 and a second mortgage of $600; do you 
remember that? 

MR. NEWION: How much was that again, I'm 
sorry? 

MR. SEDGWICK: A first of 1600 and a second 
of 600, when they consulted you. 

MR. NEWTON: I don't recall the payment figures), 

MR. SEDGWICK:. And I am told that you gave him 
a first mortgage for $4,500 at 7% and advanced $3,000 
on it; do you remember that? 

MR. NEWTON: I'm taking your word for it. I 
don't recall. 

MR. SEDGWICK: The house, it was said to me, 
was worth about $12,000. 


MR, NEWTON: Hardly, sir. 
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MR. SEDGWICK: What? 
MR. NEWTON: Hardly. 
MR. SEDGWICK: Well, let's cut it. Was it 
worth about $9,000.00? 

MR. NEWION: This was on what street? 

MR, SEDGWICK: Jones Avenue. 

MR. NEWTON: Jones right near Queen. No, I 
don't think se. This was an attached frame property. 

MR. SEDGWICK: And the terms on that, I believe 
was for five years on the first mortgage; is that 
correct? 

MR, NEWTON: That is correct. 

MR. SEDGWICK: And the interest rate 7%? 

MR. NEWTON: Yes. 

MR. SEDGWICK: So that the mortgage was for 
$4,500 and interest was payable on $4,500 and $3,000 
was actually advanced? What do you say the true rate of 
interest would be there? 

MR. NEWTON: 172%. 

MR. SEDGWICK: It was said to me, applying 
what is called the English system that it was practical- 
ly 303%. At any rate, 17%, is that a fair interest rate 
on a first mortgage? 

MR, WHITE: May I interject here, Mr. 

Sedgwick? This gentleman is applying his bonus as -- 
he is interpreting as flat interest, whereas we are talk- 
ing about effective interest and I suspect he knows that 
effective interest is just about double the flat interest 
that he is adding into his annual interest -- just a 


minute -- because it's -- 
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Now, you make a living with a pencil which I do not and 
I am very confident you can figure just as quickly and 
maybe a little faster than I can, but I can figure 3034 
on this. It may be a fractional error, but it's 
between 30 and 31 and in this initial example which 
you chose yourself, a $900 bonus on $2,000 over three 
years, you take your advice as committed that it was 
22% -- and I think it's 37% -- and that's just a way of 
saving the Committee by talking about flat interest on 
his bonus and effective interest on the actual rent of 
the money. 

MR. NEWION: May I say this, sir. When we 
received our new brokers' licence, this is the way we 
are supposed to figure it. 

MR. WHITE: Well, aside from that. You and I 
know that that isn't the way it works and this is 304% 
on a first mortgage. 

MR. SEDGWICK: Thank you, Mr. White. In any 
event, to this extent I call Mr. White's argument. You 
are taking the money and applying it over the term 
although, in effect, it's made to you in advance, isn't 
it? The bonus is paid to you in advance? 

MR, NEWTON: Yes, it is. 

MR, BELANGER: And he is not figuring on the 
diminishing balance. He's applying it over the term 
although he gets it at the start. Furthermore, Mr. 
Chairman, I see here that (voice blurred) 

MR, NEWION: The only time we find a complaint 


is when there -- 
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TORONTO, ONTARIO 899 


MR, BELANGER: Inaudible, 

MR.WHITE: Well, here's a case where the 
man is charging 30 or 31% on a first mortgage. 

MR. NEWION: This mortgage combines a first, 
second and third, when you see the property you will 
believe me. This is not a -- 

MR. SEDGWICK: There's a separate business 
in second mortgages, when we come to the second mortgage. 
On the first mortgage, Mr. White's figures disagree 
with the ones I have, but your actual interest was 
about 30.5. Now on the second mortgage on the same 
property the mortgage was for $3,300.00; you recall 
that? 

MR. NEWTON: Yes. 

MR, SEDGWICK: And you advanced $2,000.00 at 
7% for three years. 


MR. But in eath case I advanced 


my own funds, sir. I'm out on a limb. 

MR. SEDGWICK: Well I know, but there should 
be some limit to even what your own funds should earn. 
it was said to me that -- and Mr. White will check it -- 
that the effective or true interest rate there was 
54.9%. You advanced $2,000.00, you got a mortgage 
for $3,300 for three years at 7%. Now what do you say 
the true interest, or effective interest rate on that 
is? 

MR. NEWTON: On how much, sir? 

MR. SEDGWICK: The mortgage was for $3,300, 
the rate was 7%, the amount advanced was $2,000 and 


it was advanced for three years. 
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MR. WHITE: I make it 55%. 

MR. SEDGWICK: That's exactly what I get - 
54.9. 

MR. WHITE: It's 303 on the first and 55 on 
the second - that's what it is. What do you make it? 

MR. NEWTON: I agree, sir. I agree. 

MR. SEDGWICK: You agree. Do you think that -- 
I am thinking of your ad that says you lend money at 
low interest rates -- do you think that is a low interest 
rate? 

MR. NEWTON: No. I'm sure that they couldn't 
have received the funds elsewhere, 

MR. SEDGWICK: Did you try? Well, we haven't 
had any other witness who was getting that high a rate 
of interest, that's all I can say. 

MR. WHITE: Well, don't you really think 
that people would have been better off disposing of 
the property, take the proceeds and pay off their 
debts -- now, be fair about this? 

MR. NEWTON: Yes, as a matter of fact, if 
I remember correctly, they had to get rid of -- 
foreclosure -- when I saw these people. 

MR. SEDGWICK: Do you remember a property 
at 50 Calais Road owned by a Mr. and in 
that case, and this is quite recent, early this year 
or late last year, you -- yes, I believe it was a 
first -- 

MR. NEWION: I doen't recall, sir. 


MR. SEDGWICK: And the mortgage had a face 
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value of $6,285.00, the interest rate, I believe, was 
7%, and you actually advanced $5,200.00. What do you 
say the effective rate would be there? Do you remember 
the term of that one? 

MR. NEWTON: Five years, I imagine. 

MR. SEDGWICK: Five years, all right. 

MR. NEWTON: What was the principal amount? 

MR. SEDGWICK: Principal amount, $6,285.00, 
and amount advanced $5,200.00. I don't know the 
interest rate, 

MR, NEWTON: I think it was 7, if I am not 
mistaken. 

MR. SEDGWICK: You think it was 7, very well. 

MR. NEWTON: I figure it 11%. 

MR. SEDGWICK: The figure I have is 144%. 
However, in that case a complaint was made and I 
believe you refunded $650.00; is that correct? Followin 
the complaint? | 

'- MR, NEWTON: Yes, sir. 

MR. SEDGWICK: And do you remember a mortgage 
transaction with a Mr. Carney F, Bonus? 

MR. NEWTON: Carney? 

MR. SEDGWICK: No, Carney was his first 
name. His name was Bonus and the property was situated 
in the Town of Oakville: Do you remember that 
transaction? 

MR. NEWTON: it was quite a number of years 
ago. 


MR. SEDGWICK: Well, it was in June of 1960. 
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That is not too long ago. And I am told that they 
borrowed $2,000 -- that is the amount that they got -- 
indeed I'm looking at the mortgage -- they got the 
$2,000.00, the mortgage was for $3,385.00, the interest 
rate was 73% and the term of the mortgage was five 
years. Now what would you say was the true interest 
rate on that? 

MR, NEWTON: If I remember that transaction 
correctly, sir, I didn't see the property but the 
lawyer went up and inspected it for me and this is the 
way he set it up, actually. 

MR. SEDGWICK: I see. 

MR. NEWTON: And he took it. 

MR. SEDGWICK: The lawyer? Who was the 
lawyer, do you recall? 

MR. NEWTON: I don't recall. 

MR. SEDGWICK: It was said to me -- and Mr. 
White will check it -- the true interest rate there 
would be 40.39% and that was a first mortgage. 

MR. NEWTON: I hardly think so. 

MR. SEDGWICK: The amount advanced was $2,000.00, 
the mortgage-was for $3,385.00, the term was five 
years.-- 

MR, NEWTON: That's $1,385 over five years. 
The way I figure it, it's 2144. 

MR. SEDGWICK: Well, Mr. White, tell us. 

MR. WHITE: Well, you are persisting in 
applying your bonus on the amount borrowed. The man 


only has half that amount over the term. 
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ANGUS, STONEHOUSE & CO. LTD. 
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MR. NEWTON: I see. 

MR, WHITE: He is paying it back all the 
time. You must know that. I worked this out to 39, 
Mr, Sedgwick has 40, You must -- now, don't tell us 
that you don't know the difference between flat 
interest and effective interest? This is a first at 
40%. 

MR. SEDGWICK: That is right. And this 
property, Mr. Newton, we are agreed it was a first 
mortgage and I am looking at a letter from a 
Solicitor who says that it had a conservative value 
of $8,000.00 and your actual advance was $2,000.00. 
itis be a prime mortgage, wouldn't it? 

MR. NEWTON: I didn't see the property, sir, 
I'm sorry. 

MR, SEDGWICK: Would you be interested in 
the property? You are euaine money on it. 

MR. NEWTON: Well, this lawyer went out and 
saw it and took it without -- 

MR, SEDGWICK: Well, didn't he give you 
a valuation? 

MR. NEWION: He did. It wasn't too good. 

MR. SEDGWICK: Well, wasn't it more than 
$4,000.00? 

MR, NEWTON: Not according to him, I don't 
think. 

MR. SEDGWICK: Well, what was his name? 
Who gave you the valuation? 


MR. NEWTON: I don't recall, but I imagine if 
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he took the mortgage, either for himself or for a 
client, it would be on the title. 
MR. SEDGWICK: You assigned the mortgage 


to a Mrs. Sarah Lavine; does that bring his name 


back? 

MR. NEWTON: No, no, sir. 

MR. SEDGWICK: And the name of the lawyer 
on the assignment is Henry 3; does that 


bring his name back to you? Was that the lawyer, Henry 
? 

MR. NEWTON: Yes, sir. 

MR. SEDGWICK: And you say that he saw the 
property and he valued it and considered that a loan 
of $2,000 should bear interest at something like an 
effective rate of 40%? 

MR. NEWTON: Yes, sir. 

MR. LAWRENCE: Who was he acting for? 

MR. NEWTON: For the purchaser of the mortgage. 

MR. LAWRENCE: For the purchaser of the 
mortgage. He wasn't acting for the owner of the 
property? 

MR. NEWTON: No. 

MR, LAWRENCE: Who was acting for the owner? 

MR. NEWTON: I don't recall who it was at 
that particular time. , 

MR. SEDGWICK: I thought you said earlier, 
Mr. Newton, that your firm advanced its own money? 

MR. NEWTON: It does. | 


MR. SEDGWICK: It did it in this case? 


ii « 
- xe & 
a Ys > . . i « 7 ae | : > 
ete 23 — Sar yuo 


- 


a “yy 


6 Tot to Ifeamtd tot serdis .exsadrom edt food ‘a { p 
vy 


-sldid ent mo ed bluow 3t .tastio ds 
sgentviom edd benetaes voY :NOIWDdGa .AM° 8 


- cite atdgabtd tactd’ Beeb © ontvadaethe! leas 6b 
an ; Rs 7 wa ct ? -_ a weng eh 


ate .om .oM  :MOTWa aM 6 oo eee 
roywel sit to omsa odd baA :HOLWOGaa . AM 
dst eso0b ¢ yineH af dremugtags edt mo 
Vine .woywal ord tedt acW tye od Sosd oman aid uetud 
oh — 
.tfe .seY :HOTWHM (AM 
old wee ed daedd yea voy baa’ sHOIWOCNR .fm OO. St 7 


‘ 
nsol s dsdt betsblenes bas tf benlev ed bas ytteqotd Het i 
rae 
1s offf gatdtemoa ts Jeeteint weed biyede 000.S$ to |M 7 


fROL to eter svidsette [2 

tte (a0Y  :WOTWHH JAM /Ol 
| Yael gaitos ed asw odW :GOWHAWAT .AM °°” it _ 
.9R8goton sd te teasdorwsg ond «Ol :MOTWHU , HM 1 8t 
3 edd Te isasdossg edd tof <AOWAAWAT | AM | Ql 


eid to teawo edd tot Batios d'aasw eH .essztrom 


tydieqexd 


»>T 
7 
— 


* 
=. % = 
we 


, 
a om :VOTWH .FM 


| Ttenwo sect Yot anttos asw ofW :SOWAAWAT SM /ES 

. ts asw ti ofw [[go0x d'mob I :MOTWEM WAM fr 

Z emis tsivotdasq tet 
.t9tiase blsa yoy tdgvedt I :XOIWOGHR AM Aaliad 

i Sysnom nwo avi besasvbs mult woy¢ tad? .nodwe . <M 


.8906 ‘SI -:MOTWAU FMS Ot UO 
 fsaso atdd mt gt bib $2 :mwOrWweaye vam 


= 


2 > 
eee 


29 


30 |} 


ANGUS, STONEHOUSE & CO. LTD. 60 
TORONTO, ONTARIO 5 


MR. NEWTON: It may have. I don't naaanin 
to be honest with you, Mr. Sedgwick. There may be 
one or two isolated cases where I didn't. 

MR, SEDGWICK: I see that the mortgage 
itself is te Forest Hill Investment Corporation on 
the 3rd of June, 1960, 


MR. NEWTON: .Then I think we did advance. 


‘the funds. 


MR. SEDGWICK: Then on the 17th of June, 
1960, it was assigned to Sarah Lavine. Do you know 
how much was paid to you for the mortgage? 

MR. NEWTON: It wasn’t very much. I don't 
recall, sir. 

MR, SEDGWICK: Could you find out? 

MR. NEWTON: Certainly. 

MR. SEDGWICK: Mr. no doubt would 
know? 

MR, NEWTON: He would know, yes sir. 

MR. SEDGWICK: He was probably the lawyer 
who saw the property and valued it? 

MR. NEWTON: Probably. 

MR. SEDGWICK: And you remember Mr. Poy M nats 
Martin of Schomberg, Ontario? 

MR. NEWTON: Oh, yes. 

MR. SEDGWICK: He owned a house, did he? A 
house in Schomberg? 

MR. NEWTON: Well, it wasn't much of a house. 


MR. SEDGWICK: It wasn't much of a loan. I 


understand that in that case you lent him $500.00 on 
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the security of a mortgage; is that right? 

MR. NEWTON: I think so, 

MR. SEDGWICK: Was it a first or a second 
mortgage? 

MR. NEWION: A second mortgage. 

MR. SEDGWICK: And he received$430.71; does 
that ring a bell with you? 

MR. NEWTON: No. 

MR. SEDGWICK: I'll read a letter from him 
to Mr. White and invite you to comment on it. It 
reads, "Perhaps you should check Forest Hill Investment 
Corporation Limited and Mr. Newton, Eglinton Avenue 
West, Toronto. Their ads are as phoney as these other 
fellows'. I got sucked in for a second mortgage loan 
ef $500.00 I asked for but only received $430.71. His 
lawyer was Mr. of 
They've got me hooked real bad. The owner of the 
mortgage is now Norman Sullivan, 35 Baden Street, 
Toronto. There was no bonus in the ads and yet when 
the papers came through it said I owed $875.00 
including $375.00 for a bonus plus interest at 7% per 
annum. Falls due April 28, 1961 and they had the nerve 
to say I get all the $303.82 in spite of the fact that 
I paid $30.00 a month for 22 months." Now, according 
to that, you will correct the figures if they are 
wrong, Mr. Martin got, in fact, $430.71 but he owed 
$875.00 and had to pay interest at 7% per annum on 
the $875.00. 


MR. NEWTON: Well, I think -- 
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MR. SEDGWICK: For a period of -- wait a 
minute -- and for a two year term; is that right? 
What would you say was the effective interest there? 

MR. NEWTON: That was the $500.00 -- I think 
we paid some arrears of taxes or to increase the 
insurance. 

MR. SEDGWICK: Well, even so, if he owed 
$875.00 and got $500.00 and paid 7% for a two year 
term, what do you say the rate would be there? bi oting | 
give you a hint -- the accountant who has dene it for 
me says it was 87.3%. The advance was $500.00, 
mortgage was $875, the rate was 7% for a term of two 
years. 

MR. NEWTON: There again, sir, I wasn't out 
to see that property. I didn't arrange the loan, 
really. 

MR, SEDGWICK: Well weren't you interested 
in whether it was a good or a bad loan? 

MR. NEWTON: The lawyer took it and that 
was all there was to it, 

MR. SEDGWICK: Who was the lawyer? 

MR. NEWTON: Mr. Jessop. 

MR. SEDGWICK: Who? 

MR. NEWTON: Mr. Jessop. 

MR. SEDGWICK: Mr. Jessop. 

MR. NEWTON: I'm sorry, he saw the -- he 
inspected the property for me, that's the way it was. 

MR. WHITE: It was paid on a diminishing 


balance, I think it was over 100%, but there was a 
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balloon on the end there so it made it less than 100%, 
Paid over a period it works out to 114%. 

MR. SEDGWICK: (Voice inaudible) 

MR. BELANGER: Do you get your licence every 
year? 

MR. NEWTON: Yes, sir. 

MR. SEDGWICK:. Mr. Newton, I think this is 
my last question. I am looking at an advertisement. 

I think it's published by you because it seems to be 
your picture. Do you recognize that? 

MR. NEWTON: That's not my picture, sir. 

MR. SEDGWICK: Well, do yeu recegnize the 
advertisement. It says Forest Hill Investment 
Corporation. Is that yeur company? 

MR. NEWTON: Voice inaudible. 

MR. SEDGWICK: I see it says -- I read this 
to you and invite your comments -- "Best of all our 
interest rates are low. The total cost of your loan 
is up to you. In other words you can take years to 
repay or pay back within weeks." In the light of these 
cases, would you say it is a fair statement to say 
that your interest rates are low? 

MR, NEWTON: These transactions were quite 
a time back, Mr. Sedgwick: 

MR. SEDGWICK: Oh, no, some of them were for 
this year, or no later than the end of: last year. 

MR. NEWTON: I think most of them were in 
1960. 

MR. WHITE: Well, would that make a 


difference? 
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MR. NEWTON: Well, I think Mr, Simone, under 
the circumstances, is deing a really good job. 

MR. SEDGWICK: Well, what would have happened 
if we hadn't had Mr. Simone? It would seem that the 
enly time you make a rebate is when Mr. Simone examines 
the transaction and finds it unconscionable -- I use 
the word without reference to this Act -- and then 
apparently you make a rebate virtually when (voice 
inaudible) 

MR, NEWTON: Not in all cases. When the 
berrower comes back to us and says, "You charged us 
too much", well, we settle it with him, 

MR, SEDGWICK: If he doesn't come back, you 
just accept your money -- if he doesn't complain? 

| MR, NEWTON: If he doesn't complain -- a lot 
ef this is given to the purchaser of the mortgage. This 
isn't all kept by myself. 

MR. SEDGWICK: Do you have any figures as to 
what split you get when you sell these bonus mortgages? 

MR. NEWTON: Well, I can give you financial 
figures for this year -- 

MR. SEDGWICK: No, those are the overall. I 
mean on specific mortgages. Where there is a bonus 
of $2,000, how much of the bonus do you keep when you 
sell the mortgage? 

MR. NEWTON: Well, it would be about 25 or 30%. 

MR. WHITE: You keep as much as you can. 

MR. LAWRENCE: You mean it's only 25% of some 


of those deals? 
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MR. NEWTON: Pardon? 

.».MR. WHITE; You mean you only kept 25% of 
some of those bonuses? 

MR. NEWTON: That is correct, sir. 

 sMR,/WHITE': Well, geies not selling very 
well. I find that hard to accept, Mr. Chairman. I doen't 
believe that. 

MR. NEWTON: Well, I'll show you our financial 
statements this year where we haven't made $1,000.00 
since the first of January. 

MR. LAWRENCE: Well, all kinds of things -- 
(voice inaudible) The thing that intrigues me in all 
this, Mr. Newten, is -- the usual thing is yeu send 
semebody out, usually a lawyer,te take a leek at -- in 
a couple of these cases you sent a lawyer out to take 
a look at these properties and you get a committment 
fer the sale and you purchase the mortgage after you 
advance your funds. Now this business of sending a 
lawyer out to take a look at the property has nothing 
to do with the protection of the owner of the property 
at all? 

MR. NEWTON: No. 

MR, LAWRENCE: And you, yourself, would be 
advancing your own funds and then selling to these 
people after you have already got a committment? 

MR. NEWTON: Yes. 

MR. LAWRENCE: I don't see how you could 
possibly lose on a thing like that. Where is the only 


risk, as far as you are concerned (voice inaudible) 
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MR. NEWTON: Well, in these cases where a 
lawyer goes out, there isn't an element of risk at 
all. 

MR. LAWRENCE: There is no element of risk 
at all. Well, the next thing that intrigues me is who 
would be acting to protect the interests of -- sometime 
the ignerant but neble public, the man whe owns the 
preperty -- de you ever caution these peeple that they 
sheuld have a lawyer or a counselor or something like 
that looking after their interests? 

MR. NEWTON: Yes. 

MR. LAWRENCE: And in these cases do you make 
sure that there is? 

MR. NEWTON: Oftentimes they den't want to. 

MR, “LAWRENCE: Well in these particular | 
instances here, were there lawyers on any of those 
deals at all? 

MR. NEWTON: I hardly think so. 

MR. LAWRENCE: You don't think soe? 

MR. NEWTON: I don't recall. 

MR. LAWRENCE: They just walked in and, in 
effect, you =-- 

MR. NEWTON: Well, a lawyer, in this parti- 
cular case, went out te see the property. 

MR. LAWRENCE: Yes, but that's got nothing to 
do with the protectien of the man himself, who walks 
in there, this is te your benefit that the lawyer goes 
out to leok at the property. Do you not think that there 


is at least some ethical cede for you people at all -- 
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that. you should insist that there be some third 
independent, impartial persen at least who has the 
interest -- 

MR, NEWTON: I think this would be the best 
idea actually. 

MR, LAWRENCE: You think it would be a good 
tea? 

MR. NEWTON: Yes. 

MR. LAWRENCE: But you don't try te, do you? 
Ask them to go get somebody? 

MR. NEWTON: Yes. I ask them, yes. 

MR. LAWRENCE: You ask them? 

MR, NEWTON: Yes. 

MR. LAWRENCE: In every case no is the 
answer? 

MR. NEWTON: Not in every case, no. 

MR. BELANGER: How leng have you been in 
this business? 

MR, NEWTON: Since September ef 1954, 

MR, BELANGER: Voice inaudible 

MR. MACDONALD: Has there ever been any 
question of cancelling or refusing the renewal ef your 
licence? 

MR. NEWTON: Yes, there was, when Mr. Simone 
asked me te pay these people back $1,000.00 or my 
licence would be cancelled forthwith. And I do realize 
that Mr. Simone does have a difficult task to perform 
and under the circumstances I did pay back the $1,000.00. 


MR, MACDONALD: He would need a staff to 
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1 pursue your activities alone. 


2 | MR. NEWTON: I hardly think so. 
3 MR. MACDONALD: On the basis of what we have 
4! heard -- I mean I'm just referring to what I've heard 


5 this afterneen and I think he would need te have a 

6 staff to pursue that alone. 

7 MR. SEDGWICK: Mr. Newton, I sheuld ask you 
8 this. As to the seurce of yeur funds, do you not, 

9 from time to time, advertise for public funds on which 


you offer to pay 9%? 


11 MR. NEWTON: For very, very brief periods. 
12 MR. SEDGWICK: You did that type of -- 

13 MR. NEWTON: Very, very, brief, yes. 

14 MR. SEDGWICK: Seme of yeur monies then, 


15 would be monies that yeu get frem the public on which 


” you pay 9%, is that right? 


17} MR. NEWTON: Théy' are negligible actually. 

18 MR. SEDGWICK: But you did advertise for 

19 certain funds? 

” MR, NEWTON: Yes. 

21) MR. SEDGWICK: You advertise on the air and 

22 threugh the press? 

” MR, NEWTON: Right. 

24 MR, REILLY: I was going to ask, Mr. Chairman, 
25 


what is the lowest mortgage that -- this one of Martin 
26 in Schomberg was $430.00 and that was for $875.00 -- 
what's the lowest mortgage you have issued? 

si MR. NEWTON: One that comes to mind immediatel 


29! 48 I advanced $20,000.00 at 112. 
30 
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MR. REILLY: That's the lowest rate that 
“comes: to your mind? $20,000.00 at 11%? 

- MR, NEWTON: Yes, and we charged him $1,000.00 
te cover legal fees and disbursements. 

MR, REILLY: Frem the standpoint ef the lowest 
i amount of money, that you have lent, what would be the 
lewest amount? 

MR. NEWTON: . 1501 for 1750 at 10% including 
legal fees and disbursements. 

MR, REILLY: Now, that 1501 is $1,501 -- yeu 
were telling us that this Mr. Martin in Schomberg was 
$430.00. Have you issued mortgages for less than $430. 

MR, NEWTON: This is just the ene case where 
we -- 

MR, REILLY: If you have te have your ewn 
funds in order to finance a deal like this, hew much 
money does a man have te have in order te handle all 
this mortgage money? 

MR, NEWTON: Not too much, really, because -- 

MR, REILLY: $100,000.00? 

MR, NEWTON: You wouldn't need that much. 

MR. REILLY: I beg yeur pardon? 

MR, NEWTON: You wouldn't need that much. 

MR. REILLY: You wouldn't need $100,000.00 
and you could still manipulate in the mertgage field 
fer less than that on these amounts? 

MR, NEWTON: If you have the clients that 
will take them readily, or lend you money against them 
readily. Oftentimes it dees the mark -- close to that, 


yes. 
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MR. LETHERBY: Mr. Chairman, I would like 
te make one observation. That is, having regard to 
the testimony ;which has been breught before this 
Committee this afterneon, I am thinking that Jesse James 
was nething but a piker cempared to seme of these 
investment corperatiens which are let loose on the 
public at this time. 

MR. IRWIN: Mr. Chairman, I have a couple 
of questions. Maybe this may sound as if I am taking 
the part of the witness. I am not really, I am merely 
trying to establish the truth of the thing. In the 
instances where you have, Mr, Newton, charged a bonus, 
is the comparable risk, -- I don't mean in amount, but 
in principle -- with the brekerage fee? 

MR, NEWTON: Yes. 

MR. IRWIN: We have heard from other people 
where they are charging brokerage fees. 

MR, NEWTON: Yes. 

MR. IRWIN: You didn't charge a brokerage 
fee in addition to this? 

MR, NEWTON: No, we don't. 

MR. IRWIN: If a broker is entitled to a fee 
in principle, part of the bonus would be your fee, is 
that right? I just wanted to make that point so that 
we could compare other testimony that we have heard. 
The second point I wanted to ask was -- I'm not disputing 
the calculations that were presented on the various 
Situations, but I think in all cases they would be 
assuming the total paid in the five year or three 


year period in order to reach those rates of interest 
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In each case were these total pay-outs -- to the 
extent that there was a relatively large payment at 
the end of the five year or three year term? 

MR. NEWTON: That is correct, sir. 

MR. IRWIN: The eeYeutabions would be affected 
by the existence of this final payment? 

MR. NEWTON: That's right. 

MR. IRWIN: Third, so that we would have to 
have the knowledge of what that final payment was 
before the true or effective rate of interest could be 
determined. The final area of questioning was this; 

I den't know just how to hazard this, but -- are you 
aware, have you the facilities, staff, tables, 
calculaters and so on, to make you aware of these high 
effective rates of interest that have been talked 
about this afternoon? 

MR. NEWTON: No. 

MR. IRWIN: What facilities do you have? 

MR. NEWTON: My own calculations and the 
amortization table from Boston. 

MR. IRWIN: What tables do you use? 

MR. NEWTON: The 73% amortized over five 
years, etc. 

MR, IRWIN: Who were they put out by? 

MR. NEWTON: Boston -- I think they are 
printed for Canada, or the Province of Ontario. 

MR, IRWIN: For the straight amortization 
tables? 


MR. NEWTON: Calculated half-yearly -- 
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MR. IRWIN: You don't have tables with 
present values of 1 or half of 1, different rates of 
interest and se on? 

MR. NEWION: Different rates, 

MR. IRWIN: You have tables giving present 
values of amounts of 1, different rates of interest 
and different periods of time? 

MR. NEWTON: Well, they range from 44% to 
20 -- 

MR. IRWIN: You aren't answering my question, 
You don't have actuarial tables which would enable you, 
with the knewledge of the use of them,te determine 
the exact effective rate of interest. Do you have any - 

MR. WHITE: Mr. Irwin, on that point though, 
let's acknowledge the fact that this fellow has got 
a brain like a Univac. With a pencil and an envelope 
he can figure out the effective rate of interest 
within a decimal point and whether it's 86% or 87% 
doesn't make a great deal of difference to him. 

MR. IRWIN: I'm not disagreeing, Mr. White, 

Ll am just trying te examine a point here, not that TI 
am Siding with the witness, but I do want to -- 

MR, WHITE: He is not operating through 
ignorance, 

MR. IRWIN: Ne. You do then have a Select 
fermula of allecating the bonus over the term and then 
calculating the rate of interest on the mortgage value 
and dividing that by the amount loaned, you can 


determine to your own satisfattion what you think you 
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are getting is an effective rate of interest. 

MR. NEWTON: That's right. 

MR. IRWIN: But you are ignoring, as Mr. 
White has pointed out, that the principal is being 
retired ever the period of time abt ecd te the fact 
that there is still a final payment te be made? 

MR. NEWTON: That is correct. 

MR. IRWIN: Do you take this further step -- 
this is what I'm undecided about -- in your own mind how 
can you come up with 16.3% on that first illustration-- 
you also make a mental calculation saying that, in 
effect, I am getting 38¢? 

MR, NEWTON: No, sir. 

MR. IRWIN: Well, I think this is very 
important, te know that you think that you are 
operating at -- 

MR. MACDONALD: He'knows what he's getting, 

MR. NEWTON: If I went te borrew, say, 
$1,000 frem the bank and they said your rate was 6% 
but they deducted, say, $6.00 from the hundred and 
divided it by, say 12 menths. This is no longer 6%. 
There are so many different ways of calculating it. 

MR. IRWIN: Are yeu pleased with your 
Shewing how much money you make? 

MR . | MACDONALD: Oh,Mr. Chairman, that brings me 
to a point that I was a little bit baffled by, almost 
Speechless. De you really contend that since the 
beginning ef this year that in this eperation you made 


enly $1,000.00? 
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MR, NEWTON:. That's correct, sir, 

MR. BELANGER : That's one of the greatest 
fallacies -- (veice inaudible) 

MR. NEWTON: I weuld be very happy te bring 
you a financial statement right up te date. 

MR, BELANGER: (Voice inaudible) -- Yeu say 
that you haven't made $1,000 -- 

MR. NEWTON: Other than myself, ever and 
above myself. 

MR. BELANGER: What do you pay yourself? 

MR, NEWTON: $150.00 a week. 

MR. BELANGER: And your expenses -- what do 
you consider your expenses for the office and so forth, 
that you have? 

MR. NEWION: Well, my rent is $175.00, car 
expenses, I guess, $50.00 -- nothing exhorbitant. 

MR. MACDONALD: How do you explain the fact 
that other brokers are surviving when they are charging 
much less? 

MR. NEWTON: I understand they are falling by 
the wayside or finding it very difficult. 

MR. LETHERBY: It ain't what they told us. 

THE CHAIRMAN: Any further questions? 

MR. LAWRENCE: Quite frankly, I'm not worried 
about how much you are making or what your overhead 16, 
perhaps even what you are charging to some people, 
because I don't think we can judge here in all cases what 
is actually moral, what is even unconscionable. But 


the thing that does worry me is your attitude here and 
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the fact that Mr. White has been mentioning here that 
this question of the actual rate of true interest that 
these people are charged. I've got a bee in my bonnet -- 
I don't think that it's possible for any governmental 
agency at any time to come along and start regulating 
interest on a mortgage. I think the interest rate on a 
mortgage is dependent, for one thing, on bonding. Once 
you get into this you are going to start regulating the 
whole woody: What I am interested in is making sure 
that the borrowers know what they are getting into at 
the time they are getting into it and this is the thing 
that I fuel baie Committee should be interested in far 
more than the question of interest. per se or what you 
are making or what I am making or what the next guy is 
making. In these cases that have come before us here, 
I am interested about this Statement of Mortgage because 
I had a fair amount to do with formulating the govern- 
ment policy in regard to this Statement of Mortgage and 
getting that little bit of legislation recorded. What 
lever was used upon you to kick-back some of these funds 
to these people that Mr. Simone has sided in on? Was 
there an attempt to refuse to renew your licence? 

MR. NEWTON: Yes. 

MR.. LAWRENCE: And how could he possibly do 
that? 

MR, NEWTON: I don't honestly know. 

MR, LAWRENCE: Were these Statements of 
Mortgage, in each case, completed by you? 


MR. NEWTON: Yes. 
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MR. LAWRENCE: And did you tell these people 
what the rate of interest was that they were paying? 

MR. NEWTON: Yes. 

MR, LAWRENCE: Based on the rate of interest 
that you tried to tell this Committee is, in each of 
these other things? 

MR. NEWTON: Yes. 

MR, LAWRENCE: And you realize now that you 
were making an error, or do you not? 

“MR. NEWTON: Well, I'll talk to my accountant. 
I can't fathom it right at the moment. I will dig into 
it. 

MR. LAWRENCE: Because the big thing here is 
(voice inaudible) -- there is still no stipulation that 
the true, effective rate of interest be shown. This is 
one reason why, I think, the administration broke down, 
Even if so, if we are going to be dealing with -- I 
can't help but use the phrase and I don't want to insult 
you because I don't think this is the type of Committee 
where people should be invited here and insulted -- but 
if we are going to be dealing with people like you, who 
are in the business every day and you darn well should 
know what this rate of interest is, you even have the 
gall to come before this Committee and attempt to mis- 
lead us. 

MR. NEWTON: It is not an attempt to mislead 
it. 

MR. LAWRENCE: How in the world can we expect 


to make effective disclosure or legislation when you 
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even come to a Committee like this and you -- 

MR. NEWTON : This isn't an attempt to mislead 
anyone. No, sir. 

MR. LAWRENCE: You think that some of this 
situation would be cleared up -- I'm sure you must agree 
that it is a situation, otherwise you wouldn't have 
thrown back all these monies to these people -- do you 
think that this situation would be cleared up if we made 
certain that in the Statement of Mortgage on these 
things you had to show the true rate of interest? 

MR. NEWTON: Absolutely. 

MR. LAWRENCE: You think a man would come in 
to you and borrow money at 89% if he thought he was 
going to be paying 89%? 

MR. NEWION: Then he would shop around. 

MR, LAWRENCE: He would shop around? 

MR. NEWTON: That is correct. 

MR. LAWRENCE: (Voice inaudible) 

MR. NEWION: He may go to another broker and 
say, "Look, I'm being charged 89%", and the other 
broker will say, "I'm sorry, I can't help you at all". 

MR. IRWIN: In each of those cases, on the 
Statement of Mortgage loan you actually show, like in 
the first case, that the amount payable is $2,880 over 
a period of time and your charges, and the net payable 
to you is $2,000, in this case? How would that have 
happened in the case of the last person where the 
man, apparently from the information, was surprised to 


find he owed another $375.00? 
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MR. NEWTON: What was the date of that 
mortgage, sir? The Schomberg one, 

MR. SEDGWICK: I think it was in January, 1960, 

MR, NEWTON: Before the Act came into being? 

MR. SEDGWICK: Yes. 

MR. LAWRENCE: He ran that on a bonus. Don't 
you -- there used to be (voice inaudible) -- it used 
to be called a bonus agreement? 

MR. NEWTON: He did. 

MR. LAWRENCE: He did sign it? 

MR. NEWTON: Yes he did, sir. 

MR. LAWRENCE: Certainly? 

MR. NEWION: Oh, positively. We had our own 
bonus agreements even before the Act came into being. 

MR. LAWRENCE: Why would he be surprised to 
find he owed $375.00? 

MR. NEWION: Why? Was he surprised? I think 
most people are surprised when they find that they 
can't make the balance of the balloon payment. 

MR, IRWIN: Would this indicate that this 
man is lying then, or that the lawyer did not properly 
explain the -- 

MR. NEWTON: No, he was lying. Of course he 
was. 

MR. IRWIN: Well, were they all lying? We hav 
had about six cas@s here this afternoon. Was everybody 
lying then? 

MR. NEWION: No, I don't think they said that 


they didn't know what they were Signing. They each 
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received a Statement of Mortgage that was subsequent 
to July of 1960. 

MR. SEDGWICK: In that connection, if I went 
to purchase a loan, was it your custom to call a bonus 
agreement a bonus agreement, that could be used in 
Somewhat euphemistic ways, a collateral advantage? 

MR. NEWTON: In some cases yes and in other 
cases no. 

MR. SEDGWICK: Wasn't it equally descriptive 
as a dollateral advantage agreement? Advantage for 
whom? (Voice inaudible) -- yield a collateral 
advantage, like a bonus? 

MR. NEWTON: But the bonus was spelled out. 

MR. SEDGWICK: I see. 

MR. MACDONALD: Mr. Chairman, will somebody 
answer a question for me? What are the grounds and 
what is the procedure for cancelling or withholding a 
licence at the present time? 

Mi.:- SEDGWICK: Well the procedure is set out 
in a number of sections commencing with, I think, 
section 8 but I think the grounds are fairly narrow. 
In Section 8 -- where (inaudible) or by false, mis- 
leading or deceptive statements or (inaudible) -- or 
by any dishonest concealment of material facts which 
may, of course, be a misstatement. (Inaudible) or 
attempting to induce any person to borrow money or to 
be responsible for the repayment thereof or to agree 
to the terms (inaudible) 

MR. MACDONALD: Well, what puzzles me is, if 


there had been one case which came before Mr. Simone 
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and he saw fit to raise it to the person and, in effect, 
use the threat that the licence wouldn't be renewed -- 
to get a int vache back, but this has happened a number 
of times. What grounds beyond that are required for 
withholding a licence? 

| MR, SEDGWICK: That would be a question, sir, 
for the Superintendent and not for me, because the 
decision 18 his in the first instance. 

‘MR. MACDONALD: Then it's up to appeal to the 
Court? 

MR, SEDGWICK: That is right, sir, yes, sir. 
That is Section 11 -- Section 12. 

MR. LAWRENCE: Then we come to a constitution- 
al question again. We presumably -- 

MR. SEDGWICK: I don't think so in the 
cancellation of a licence. 

MR, LAWRENCE: If we had the grounds for the 
cancellation of a licence? 

MR, SEDGWICK: Oh, then I agree, but I don't 
think there is any clash between the federal and the 
provincial authorities in the licensing. I think that 
is settled in connection with the Securities Act. 

MR. MACDONALD: With all the growing respect 
I have for the officials of the Department, I would say 
at this stage that they have been not exceeding their 
authority, but not using it enough. 

MR. SEDGWICK: (Voice inaudible) 

MR. NEWTON: Are you kidding? 


MR. BUKATOR: Mr. Chairman, I have been 
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sitting here very patiently listening to all of this 
conversation and I must register my likes and dislikes 
at this point. I was condemning Mr. Lawrence here 
quite some time ago when he himself Said he paid 2% per 
month on a second mortgage and I thought that was high. 
And then he goes on to say again today that he is not 
interested in the amount of interest charged to the 
people because there is no law to govern it. And then 
Mr. White yesterday sat here and said that this is the 
type of usury that Mr. Rosenberg -- was that his name, 
that was here -- and he said this is the type of usury 
that you would never believe existed, and you were 
amazed by it. Well, he goes out of here smelling like 
a rose compared to what this gentleman revealed here 
today. And I can sssure you that the reason this Com- 
mittee came about was because we want disclosure and we 
want to know what rate of interest they are charging 
and this is a good example, and yet you can't blame this 
man. There is no law that says he can't do what he is 
doing and so apparently from his own admission he only 
charges what he can get from a client to give him money. 
Is that the way you termed it? 

MR. NEWTON: No. What I -- there is a market 
for these mortgages and what the clients want to pay 
for them. 

MR. BUKATOR: : So if the man wants $2,000 and 
will pay you 3500 to get the $2,000, you feel it's 


quite ethical to do that because you only charge him 


7%? 
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MR. NEWION:. That's what my client wants to 
purchage the mortgage at actually. 

MR. BUKATOR: This is amazing. You talk about 
yesterday's figures. As much as 84% and now you 
calculate it at over 100%. And I can assure you that 
there are cases worse than this one. This Committee 
hasn't gone far enough. This gentleman is apparent ly 
doing this according to the law, what is in the law, 
but not certainly according to conscience. I couldn't 
Sanction this for 15 minutes in my real estate business 
or they would have me out of town on a rail. TI think 
this is a terrible thing to have happen to people who 
are down and under anyhow and that's their last resort 
and they wind up under these circumstances. No wonder 
people wind up in jail in many cases. Mr. Chairman, 
this is most revealing. I can assure you that you will 
hear from me on many occasions because this is only the 
beginning of many revealations. I can tell you of 
other instances as they come along. This man certainly 
should not be able to walk out of here holding his head 
high, I can assure you of that. 

THE CHAIRMAN: Mr. Newton, do you feel that 
these transactions are justifiable? 

MR. NEWTON: I had no idea the interest rates 
were this high. (Laughter) 

THE CHAIRMAN: Are there any other questions? 

MR, BELANGER: I don't know how he has been 
able to (voice inaudible) 


MR. MACDONALD: Well, in defence of the 
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Department, I was critical a moment ago -- we have two 
views here. We have the view expressed that the 
Department has gone far beyond its powers already becaus 
they take a look at the interest rates that are being 
charged. Now what this Committee has to do is make up 
its mind as to whether -- setting aside the consti- 
tutional issue for the moment -- whether or not it is 
legitimate that this Committee in its advice to the 
government should come up with some recommendations as 
to what to do about this kind of interest rate. 

MR, HAMILTON: (Voice inaudible) 

THE CHAIRMAN: Are there any other questions? 
That's all, Mr. Newton. Well, that concludes our 


programme for this afternoon, 
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